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Proposed  Action  .      «       Articles  8B  and  8C,  to  define  Hallidie 

prohibition  on  selling  or  developing  park  land). 

Current  Law  „uan™  in  narks  fe  e  prohibiting  camping,  sleeping  after  1 1 1 

In  the  Park  Code,  Article  3  spee.fies  ^^^bS^erfy  conduct  (e  g.,  drinking,  littering, 
PM  at  night,  peddling  without  a  permit,  etc.),  of  the  Park  Code  arc  treated  as 

and  the  SF  Police  Code  prohibits  drinking  m  public. 

Background  of  Property,  while  UN  Plaza  is  under  the  jurisdiction  of  the 

r;r;he^:^ 

According  to  the  Sponsor,  both  oC  Th.s  has 

rSSS^SSS  -  Civic  Center  P.a^a  (no,  the  Ahoio  Perfcmung 

Arts  Piazza). 


FILE  98-1973  -  DEFINING  HALLIDIE  PLAZA  AND  UN  PLAZA  AS  PARKS  FOR 
THE  PURPOSES  OF  ARTICLES  3,4  &  7  OF  THE  PARK  CODE  (Supervisor  Brown) 
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By  defining  UN  and  Hallidie  as  parks,  these  locations  become  subject  to  restrictions  on  activity  contained  in  the 
Park  Code.  These  restrictions  include  a  ban  on  camping,  sleeping  at  night,  disorderly  conduct,  etc.  Under  the 
ordinance,  these  two  plazas  would  also  become  subject  to  the  Parks  Code  permit  procedures.  The  Director  of 
Property  (for  Hallidie)  and  the  Director  of  Public  Works  (for  UN)  would  have  the  power  to  promulgate 
additional  rules  and  regulations.  All  permits  would  be  processed  through  the  Recreation  &  Park  Department, 
which  is  the  current  practice  for  other  parks. 

According  to  Mariam  Morley  of  the  City  Attorney's  Office,  this  approach  allows  the  imposition  of  regulations 
already  enumerated  in  the  Park  Code,  rather  than  adopting  a  completely  new  set  of  regulations  for  both  plazas. 
This  approach  has  already  been  used  successfully  at  Yerba  Buena  Gardens.  Anthony  deLucchi,  Director  of 
Property,  feels  there  is  logic  in  centralizing  permits  and  user  information  in  Recreation  &  Park,  as  his 
department  is  not  set  up  to  provide  these  kind  of  services.  Permits  would  be  required  for  such  things  as  fairs 
and  festivals.  The  Farmer's  Market  at  UN  Plaza  would  continue  to  be  administered  by  DPW  under  a  permit 
issued  by  the  Board. 

There  are  other  key  reasons  why  the  Park  Code  was  chosen.  Some  of  the  undesired  activity,  such  as  camping 
and  sleeping,  is  easier  for  the  police  to  enforce  under  the  Park  Code. 

Policy  Issue 

•         Choice  of  Citing  People  as  Infractors  or  Misdemeanants 

Adoption  of  this  ordinance  may  lead  to  more  homeless  persons  being  cited  for  infractions  of  the  Park  Code,  and 
an  attendant  increase  in  the  administrative  workload  of  the  court  system.  Capt.  John  Newlin  of  SFPD,  however, 
notes  that  actual  imposition  of  fines  for  infractions  is  "unusual,"  and  that  in  general,  these  types  of  citations  are 
used  by  enforcement  agencies  to  keep  violating  individuals  from  creating  encampments  and  congregating  in 
park  areas  for  indefinite  periods,  which  may  lead  to  substance  abuse,  fighting,  people  relieving  themselves  and 
other  impermissible  and  undesirable  conduct. 
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The  2-page  summary  beginning  here  contains  basic  background,  findings  and  options.  Detailed  discussion  follows  in  general  report 


Requested  Action 

The  motion  includes  four  directives  to  the  Legislative  Analyst:  "(1)  Outline,  evaluate  and  report  how 
privatization  might  adversely  impact  [City  residents]  who  presently  enjoy  affordable  golf,  (2)  Evaluate  the 
claim  that  privatization  is  a  superior  method  to  maintain  San  Francisco's  golf  courses  and  analyze  the  economic 
reasons  for  the  City's  golf  course's  poor  condition,  (3)  Evaluate  the  alleged  correspondence  between  privatizing 
the  operation  and  maintenance  of  the  golf  course  at  Harding  Park  and  cajoling  the  USGA  to  hold  the  US  Open 
at  that  course,  and  (4)  Report,  in  general,  on  what  happened  in  terms  of  affordability  and  accessibility,  when 
other  municipalities  privatized  their  golf  courses." 

Background  Summary 

The  City's  golf  courses  are  in  poor  condition,  according  to  user  groups,  the  U.S.  Golf  Association,  and  the 
Recreation  and  Park  Department  (RP).  According  to  RP,  this  has  occurred  because  of  a  lack  of  capital 
investment  at  the  courses  over  the  past  several  years.  This  lack  of  investment  is  despite  a  net  revenue  surplus 
produced  by  the  courses.  For  at  least  the  past  ten  years,  the  surplus  has  been  used  primarily  to  fund  other 
Recreation  and  Park  Department  programs,  rather  than  being  retained  in  the  golf  courses.  The  City  operates  six 
golf  courses:  Harding  Park,  Lincoln  Park  and  Sharp  Park  (18-holes);  Fleming,  Golden  Gate  and  McLaren  Park 
(9-holes).  All  are  maintained  by  the  City,  with  pro-shop,  scheduling  and  concessions  contracted  out,  except  for 
McLaren  Park,  which  is  entirely  operated  by  a  private  contractor  (who  calls  the  course  "Gleneagles"). 

The  contracts  for  Harding,  Lincoln,  Fleming  and  Golden  Gate  have  expired.  RP  anticipates  having  RFPs  reads 
sometime  after  the  first  of  the  year.  Although  work  is  still  in  the  preliminary  stage,  RP  plans  to  recommend 
transferring  the  City's  golf  operation  to  a  non-profit  corporation,  with  the  City's  Golf  Division  continuing  to 
provide  maintenance.  This  operating  structure  may  facilitate  the  quicker  and  easier  issuance  of  debt  to  finance 
the  capital  improvements  at  the  courses.  RP  anticipates  taking  its  recommendation  to  the  Recreation  and  Park 
Commission  sometime  after  the  first  of  the  year. 


Privatization  Issue 


In  answering  the  question  will  privatization  adversely  affect  resident  golf,  it  is  important  to  note  that  the  term 
"privatization"  is  something  of  a  misnomer  in  this  context.  Privatization  means  the  transfer  of  a  public  asset  to 
the  private  sector,  in  exchange  for  some  consideration.  In  the  context  of  the  City's  golf  courses,  transferring 
these  assets  entirely  to  the  private  sector  has  not  been  proposed.  Rather,  the  issues  center  on  the  degree  of 
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control  a  private  operator  may  enjoy  and  how  to  finance  needed  course  improvements,  which  some  fear  may 
lead  to  excessive  fee  increases  or  limitations  on  playing  time. 

The  level  of  needed  capital  investment  in  the  courses  has  not  been  determined  in  detail  as  yet.  ERA,  a  financial 
consulting  firm,  is  developing  projections  based  on  a  variety  of  fee  and  access  scenarios.  These  figures  will 
indicate  the  revenue  accruing  from  each  scenario  (each  scenario  basically  incorporating  a  basic  policy  choice, 
such  as  a  given  resident  green  fee).  RP  will  then  use  these  figures  to  develop  their  overall  recommendation, 
which  will  incorporate  (presumably)  some  rate  increases  and  possible  organizational  changes.  Thus,  RP  is 
approaching  the  decision  as  to  the  level  of  capital  investment  by  first  determining  how  much  money  will  be 
available  from  increased  revenues. 

Although  information  has  been  gathered  concerning  all  of  the  City's  courses,  this  report  focuses  primarily  on 
Harding  Park,  Fleming,  Lincoln  Park  and  Golden  Gate,  as  the  contracts  for  those  courses  have  already  expired. 

Findings  in  Brief 

RP  has  determined  that  all  of  the  City's  courses  suffer  from  a  lack  of  capital  investment. 
The  two  18-hole  courses,  Lincoln  Park  and  Harding  Park,  have  inadequate  clubhouse  facilities. 
Golf  Division  budget  does  not  fully  meet  ongoing  maintenance  and  equipment  purchase  needs. 
Fees  at  City  courses  are  slightly  lower  than  other  municipally-owned  courses. 

Harding  Park  and  Lincoln  Park  have  significant  untapped  revenue  potential.  Harding  Park  and  Lincoln 
Park  also  have  "Destination  Course"  potential. 

Although  estimates  vary  widely,  seniors  and  City  resident  make  up,  collectively,  at  least  two  thirds  of 
players  at  City  golf  courses. 

•  In  absence  of  a  tee  time  preference,  residents  in  other  cities  often  find  securing  a  tee  time  difficult. 
Options  in  Brief 

•  Create  an  enterprise  fund  to  retain  golf  revenues  in  the  golf  courses. 

•  Create  a  non-profit  "golf  conservancy"  corporation  to  manage  the  City's  golf  program.  This  approach 
requires  no  public  vote  for  the  non-profit  to  issue  debt. 

Award  a  long-term  contract  for  all  operations  (including  maintenance)  to  a  private  operator,  with  the 
requirement  that  the  contractor  make  the  needed  capital  investments. 

Continue  operation  and  maintenance  of  courses  by  RP  as  currently  done. 

 END  OF  EXECUTIVE  SUMMARY  

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


Page  3 


LEGISLATIVE  REPORT 

Current  Law/Practice 

The  City  owns  and  operates  three  18-hole  golf  courses  (Harding  Park  and  Lincoln  Park  in  San  Francisco  and 
Sharp  Park  in  Pacifica)  and  three  9-hole  golf  courses  (Golden  Gate,  Fleming  (located  inside  of  Harding  Park) 
and  McLaren  Park  (called  "Gleneagles"  by  its  operating  contractor)).  Of  the  six  courses  under  the  responsibility 
of  RP,  five  are  maintained  by  RP  staff,  the  sixth,  McLaren  Park,  is  maintained  by  the  contractor.  In  addition, 
the  Water  Department  owns  golf  courses  in  Burlingame  and  Sunol  that  are  operated  entirely  by  private 
contractors  and  are  not  part  of  the  Recreation  and  Park  Department's  Golf  Division  (RP). 

Arnold  Palmer  Company  is  managing  the  non-maintenance  aspects  (concessions,  pro-shops,  cart  rentals  and 
starter  operations)  of  Lincoln  Park,  Harding  Park,  Fleming  and  Golden  Gate  on  a  month  to  month  basis  at 
present,  because  the  long-term  contracts  have  expired.  The  contracts  for  McLaren  Park  and  Sharp  Park  do  not 
expire  until  2003. 

Background 

Generally,  golf  course  operations  consist  of  maintenance  of  the  facility,  starter  operations  (scheduling  of  tee 
times),  concessions  such  as  restaurants  and  bars,  a  driving  range  (if  any),  golf  cart  rentals  and  the  pro  shop  (sale 
of  golf  clubs,  golf  clothes,  etc.)  Starter  operations,  concessions,  cart  rentals,  driving  ranges  (at 
Harding/Fleming)  and  the  pro  shop  are  contracted  out  at  all  City  courses.  The  prior  long-term  contract  for 
Lincoln  Park,  Golden  Gate,  Fleming  and  Harding  expired  and  was  continued  on  a  month-to-month  basis,  but  the 
prior  long-term  contractor  was  uninterested  in  continuing  to  operate  the  courses.  With  the  Recreation  and  Park 
Commissions'  consent,  the  Arnold  Palmer  Company  bought  out  the  prior  contract  and  is  continuing  to  operate 
these  courses  on  a  month-to-month  basis.  RP  is  responsible  for  grounds  and  facility  maintenance  as  well  as 
oversight  of  these  contracts. 

Overall,  the  City  courses  produce  about  $5.5  million  in  annual  revenue  to  the  General  Fund,  most  of  this  is 
greens  fees,  around  10%  is  concession  income  from  the  contracts.  The  maintenance  budget  of  the  Golf  Division 
is  about  $3  million,  the  remaining  $2  to  $2.5  million  has  been  used  to  subsidize  other  RP  activities,  reducing  the 
department's  reliance  on  the  General  Fund.  The  City's  golf  courses  are  very  heavily  used,  with  the  1 8-holc 
courses  seeing  approximately  85,000  rounds  a  year,  though  this  figure  is  somewhat  below  what  the  busiest 
municipal  courses  in  the  Bay  Area  accommodate.  Some  unverifiable  reports  indicate  annual  round  figures  for 
Harding  and  Lincoln  in  excess  of  100,000,  but  these  figures  evidently  include  some  double-counting  of  rounds. 
The  85,000  round  figure  is  the  best  approximation  available,  though  the  actual  figure  could  be  somewhat  higher. 
The  Arnold  Palmer  Company  feels  that  an  improved  reservation  system  and  better  course  conditions  would 
increase  usage.  City  residents  pay  somewhat  lower  rates  and  enjoy  a  limited  preference  in  arranging 
reservations  for  tee  times. 
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Fiscal  Year 

Golf  Division  Budget 

Greens  /Concessions  Revenue 

Net  Revenue 

1989-90 

2,560,722 

3,525,075 

964,353 

1990-91 

2,776,423 

3,790,430 

1,014,007 

1991-92 

2,822,144 

4,063,193 

1,241,049 

1992-93 

2,770,422 

4,658,649 

1,888,227 

1993-94 

2,538,026 

5,131,700 

2,593,674 

1994-95 

2,614,341 

Not  available* 

Not  available* 

1995-96 

2,421,747 

5,117,916 

2,696,169 

1996-97 

2,788,373 

5,208,068 

2,419,695 

1997-98 

3,125,940 

4,906,208 

1,780,268 

The  figures  in  the  above  chart  are  expressed  graphically  in  Figure  1 . 
*RP  is  unable  to  supply  these  figures. 


POLICY  ISSUES 

The  fundamental  policy  decision  is  whether  to  invest  in  the  golf  courses  at  all,  as  paying  for  golf  course 
improvements  will  require  incurring  significant  debt.  The  degree  to  which  some  possible  financing  structures 
could  allow  for  the  continuance  of  the  golf  subsidy  to  the  general  fund  is  also  an  open  question.  Those  closest  to 
the  golf  situation,  namely  the  San  Francisco  Golf  Association  (composed  of  golfers  at  Lincoln  Park,  Harding 
Park  and  Sharp  Park),  have  been  clamoring  for  course  improvements,  arguing  that  course  revenues  should  most 
properly  be  spent  on  the  courses  themselves,  and  not  be  used  to  finance  unrelated  programs. 

The  RP  operating  budget  for  this  fiscal  year  is  $76,544,657,  making  the  "golf  subsidy"  about  2.5%  of  the  total 
(assuming  a  golf  surplus  of  $2,000,000  which  is  the  rough  average  over  the  past  ten  years).  RP  derives  its  funds 
from  many  different  sources  including  some  of  the  city-owned  garages,  the  hotel  tax,  Candlestick  Park  rental, 
many  different  concessions  and  a  variety  of  admission  charges.  The  General  Fund  makes  up  about  one  third 
(32.99%)  of  RP's  total  revenues.  At  the  December  1,  1998  Board  Parks  &  Recreation  Committee  hearing,  a 
representative  of  the  Neighborhood  Parks  Council  cautioned  against  ending  or  reducing  the  golf  course's 
contribution  to  the  General  Fund,  citing  the  impact  on  other  RP  programs. 

In  some  sense,  addressing  the  issues  surrounding  the  operation  of  the  City's  golf  courses  can  be  summarized  as 
balancing: 

Investment,  User  Fees  and  Access 


—to  the  extent  that  investment  is  increased,  additional  revenue  will  have  to  be  produced,  which  may  result  in 
some  curtailment  of  access  to  those  less  able  to  pay  increased  greens  fees.  To  the  extent  that  the  fullest  possible 
access  is  preserved,  less  potential  money  is  available  for  investment. 
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1.        Golf  Course  Conditions 

a)  Lack  of  Course  Capital  Investment 

All  of  the  City's  courses  suffer  from  a  lack  of  ongoing  capital  improvements  and  would  benefit  from  a  higher 
level  of  maintenance.  On  a  golf  course  where  effective  maintenance  is  not  consistently  applied,  greens  need  to 
be  rebuilt  periodically  due  to  compaction  of  the  soil  and  turf.  Tee  boxes,  given  their  heavy  use  in  a  concentrated 
area,  must  also  be  rebuilt  from  time  to  time.  All  of  the  City's  courses  need  this  type  of  work  to  varying  degrees. 
Harding  and  Lincoln  in  particular.  Additionally,  several  of  the  City's  courses  need  to  have  (golf)  cart  paths 
completed  or  expanded,  effective  irrigation  systems  installed,  drainage  problems  corrected,  and  similar  capital 
improvements.  Also  note  that  in  winter  months  temporary  greens  often  have  to  be  used  because  of  poor  greens 
conditions,  this  adds  to  the  decline  in  play  as  golfers  become  aware  of  this  drawback. 

Estimates  for  the  cost  of  these  capital  investments  range  from  $5  million  to  $9  million  (for  the  four  courses 
being  considered  here),  depending  on  the  level  of  improvement  desired.  Sharp  Park  is  also  is  need  of  substantial 
capital  investment.  In  a  lengthy  1996  report,  the  U.S.  Golf  Association  (USGA,  the  accreditation  and  rule- 
making body  for  golf),  made  some  65  recommendations  concerning  the  physical  condition  of  the  City's  courses. 
These  recommendations  include  improvement  of  greens,  bunkers,  tee  boxes,  fairways  as  well  as  equipment 
usage  and  maintenance  practices  including  management  of  trees  and  controlling  weeds. 

b)  Clubhouses  Inadequate 

The  two  18-hole  courses  being  considered  here,  Lincoln  Park  and  Harding  Park,  have  inadequate  clubhouse 
facilities.  The  buildings  are  too  small,  are  poorly  laid  out  for  current  use  and  exhibit  many  signs  of  wear.  The 
clubhouse  at  Harding  Park  (also  serving  Fleming)  was  constructed  some  70  years  ago,  for  different  use  patterns 
as  well  as  much  lower  levels  of  use  and  requires  complete  reconstruction  to  meet  the  heavy  use  of  the  two 
courses.  The  clubhouse  at  Lincoln  Park,  while  a  more  attractive  building,  requires  extensive  changes  to  fully 
meet  player  needs.  In  addition  to  poor  condition,  the  clubhouse  at  Lincoln  is  not  designed  for  the  course's 
current  heavy  use  and  does  not  provide  adequate  space  for  changing,  pro-shop  or  concessions.  According  to 
estimates  by  the  Arnold  Palmer  Company,  building  a  new  clubhouse  at  Harding/Fleming  and  extensive 
renovation  of  the  Lincoln  Clubhouse  will  cost  a  total  of  from  $2  million  to  $4  million. 

Also  note  that  a  change  in  the  California  Clean  Air  Act  will  require  that  gas-powered  golf  carts  be  replaced  with 
electric  carts  over  a  period  of  several  years.  Changing  to  electric  carts  will  require  extensive  changes  to 
clubhouse/cart  facilities,  which  could  be  more  efficiently  accomplished  in  conjunction  with  larger  clubhouse 
renovations  or  rebuilding. 

c)  Course  Maintenance 

Some  golfers,  notably  the  presidents  of  the  Lincoln  Park  and  Harding  Park  Associations,  have  expressed 
dissatisfaction  with  maintenance  operations  at  City  courses,  citing  slow  repairs  to  turf  and  greens  conditions, 
broken  and  malfunctioning  irrigation  systems  and  facilities  in  poor  condition.  The  Golf  Division  notes  that  their 
staffing  levels  are  below  the  average  for  courses  of  similar  size,  that  they  have  only  one  plumber  and  one 
mechanic  for  five  courses  and  also  have  no  provision  for  seasonal  maintenance  workers,  which  are  common  on 
other  courses.  Additionally,  Golf  Division  employees  are  responsible  for  maintaining  the  lawn  bowling  greens 
at  Golden  Gate  Park. 
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Currently,  Harding  Park  and  Jack  Fleming  are  maintained  as  one  unit,  with  12  total  employees,  while  Lincoln 
Park  and  Golden  Gate  are  managed  as  another  unit,  with  12  total  employees.  Either  of  these  crews  may  be 
called  upon  to  maintain  the  lawn  bowling  greens  at  Golden  Gate  Park.  Sharp  Park  has  1 1  maintenance 
employees.  The  USGA  estimates  that  the  "average"  18-hole  course  requires  10  full-time  employees  and  2-4 
seasonal  employees  (thus  implying  15  full-time  and  4-8  seasonals  for  the  27  holes  of  both  Harding/Fleming  and 
Lincoln/Golden  Gate).  The  City  currently  employs  no  seasonal  golf  maintenance  employees.  By  comparison, 
the  Presidio  Golf  Course  employs  15  full-time  maintenance  staff  and  4  seasonals;  Torrey  Pines  in  San  Diego  (a 
municipal  course)  employs  29  full-time  maintenance  employees  for  two  18-hole  courses  (and  no  seasonals,  as 
golf  in  San  Diego  is  year-round.)  Usage  levels  at  these  courses  are  similar  to  Harding  and  Lincoln. 

The  Golf  Division  has  been  unable  to  purchase  new  maintenance  equipment  on  a  consistent  basis  in  the  past  six 
fiscal  years.  In  the  current  fiscal  year,  RP  requested  significant  equipment  purchases,  but  these  purchases  were 
not  approved,  although  a  supplemental  appropriation  in  FY  97-98  allowed  the  Golf  Division  to  buy  some 
equipment  last  year  and  this  year.  Given  the  maintenance-intense  environment  of  a  golf  course,  frequent 
equipment  breakdowns  cause  delays  in  repairs.  One  potential  private  operator  of  the  courses  has  indicated  the 
need  for  $375,000  to  $500,000  in  maintenance  equipment  purchases  at  both  Harding  and  Lincoln.  The  USGA 
recommends  10%  of  annual  budget  be  devoted  to  equipment  purchases,  in  the  current  year,  that  would  be  about 
$300,000.  Other  cities  typically  replace  course  maintenance  equipment  more  frequently  than  has  been  the  case 
here. 

d)       Other  Courses  Cited  as  Models 

Several  other  Bay  Area  courses  are  often  cited  as  models  for  what  San  Francisco's  courses  "should"  be.  The 
City  of  Alameda  operates  two  18-hole  golf  courses  that  are  considered  to  be  in  very  good  condition,  charge  rates 
similar  to  those  in  San  Francisco,  and  provide  for  maintenance  with  city  staff  Notably,  Alameda  once 
contracted  out  maintenance  (along  with  other  services),  but  took  back  maintenance  several  years  ago  out  of  a 
concern  about  declining  quality.  The  main  structural  difference  between  Alameda  and  San  Francisco  is  that 
Alameda's  entire  recreation  program  (including  the  golf  courses)  operates  as  an  enterprise  fund.  Having  the 
entire  recreation  program  in  one  enterprise  fund  allows  Alameda  to  use  excess  golf  revenues  to  subsidize  other 
recreation  programs. 

San  Diego's  Torrey  Pines  course  and  Balboa  course  are  cited  by  the  Lincoln  Park  and  Harding  Park  Players 
Associations  as  good  models  for  San  Francisco.  San  Diego's  courses  were  in  poor  condition  in  the  1980's, 
needed  capital  investment  was  financed  in  part  by  transferring  the  courses  to  a  golf-only  enterprise  fund  and 
issuing  debt.  Torrey  Pines  attracts  golfers  from  around  the  country,  due  in  part  to  its  hosting  of  a  PGA 
tournament,  while  Balboa  is  used  primarily  by  city  residents,  especially  seniors.  The  popularity  of  Torrey  Pines 
has  led  to  some  problems  for  residents  wishing  access. 

The  discussion  about  the  direction  of  municipal  golf  in  San  Francisco  has  been  somewhat  complicated  by  the 
handling  of  the  Presidio  Golf  Course,  operated  for  many  years  by  the  U.S.  Army  and  now  by  the  National  Park 
Service/Presidio  Trust.  Under  army  control,  the  course  was  not  open  to  the  general  public,  this  changed  with 
the  handover  to  the  NPS,  allowing  many  local  golfers  their  first  access  to  this  course.  The  Presidio  course  is 
managed  by  the  Arnold  Palmer  Company,  which  has  invested  several  million  dollars  in  course  improvements. 
This  investment  has  led  some  to  see  the  Presidio  course  as  a  model  for  improvement  which  could  be  copied  by 
the  City  with  its  courses. 
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Some  City  golfers,  however,  feel  that  Presidio  greens  fees,  when  compared  to  City  courses,  are  overly  high. 
The  Presidio's  greens  fees  are  indeed  somewhat  higher  than  City  rates,  $35  during  weekdays  and  S55  on 
weekends  (although  "twilight"  rates  are  much  lower,  $20-25),  and  there  is  no  preference  for  residents.  These 
rates  have,  however,  paid  for  the  substantial  capital  investments. 

However,  the  issue  again  becomes  what  the  basis  of  comparison  is  —  when  the  Presidio's  rates  are  compared  to 
first  rate  public  courses,  such  as  Chardonnay  in  Napa  and  Ocean  Colony  in  Half  Moon  Bay,  which  charge 
weekend  fees  in  excess  of  $100,  they  are  actually  substantially  lower.  The  contractor  operating  the  Presidio 
Course,  Arnold  Palmer  Company,  indicates  that  greens  fees  at  the  Presidio  course  could  have  been  higher,  but 
that  the  National  Park  Service  wanted  to  maintain  a  lower  fee  and  preserve  greater  access. 

2.       Revenue  Issues 

a)  Fees  are  Comparable 

There  is  a  perception  that  the  City's  golf  rates  are  substantially  below  those  of  other  golf  courses.  The  key  is 
whether  the  comparison  is  made  to  other  municipal  golf  courses  (owned  by  a  city  or  county,  regardless  of  how 
operated)  or  to  "public"  golf  courses  in  general  (meaning  that  anyone  can  play,  as  opposed  to  a  "private"  golf 
course  such  as  a  country  club).  When  compared  to  municipal  golf  courses  in  the  Bay  Area,  San  Francisco's 
rates  are  slightly  lower  than  average;  when  compared  to  other  public  courses,  San  Francisco's  rates  are 
sometimes  significantly  less.  Former  USGA  President  Sandy  Tatum  and  Rich  Rovetti  of  the  Mayor's  Office, 
among  others,  assert  that  the  quality  of  San  Francisco's  18-hole  courses,  if  properly  conditioned,  could  justify 
higher  rates  for  non-residents  than  are  presently  charged.  See  the  accompanying  chart  comparing  greens  fees 
at  Bay  Area  courses. 

There  does  not  appear  to  be  any  correlation  between  course  operating  structure  and  fees.  Alameda,  which 
operates  its  courses  in  a  similar  manner  to  San  Francisco  (excepting  that  Alameda  has  an  enterprise  fund), 
charges  about  the  same  fees,  as  do  San  Mateo  and  Hayward.  Walnut  Creek,  Fairfield  and  Livermore,  which 
contract  out  for  all  course  operations,  including  maintenance,  also  charge  similar  resident  fees.  It's  difficult  to 
draw  comparisons  based  strictly  in  fees,  as  the  courses  surveyed  vary  considerably  in  difficulty,  attractiveness 
and  overall  experience. 

b)  Significant  Concession  Revenue  Potential  is  Untapped 

Both  Lincoln  Park  and  Harding  Park/Fleming  are  located  in  breathtaking  natural  settings,  Lincoln  at  the 
northwest  corner  of  the  City  with  extensive  ocean  and  Golden  Gate  views,  while  Harding  enjoys  a  site  adjacent 
to  Lake  Merced.  According  to  RP  Acting  General  Manager  Joel  Robinson,  both  courses  could  support  a 
restaurant  something  along  the  lines  of  the  Beach  Chalet,  located  on  the  Great  Highway  in  Golden  Gate  Park. 
The  Beach  Chalet  produces  over  $5  million  in  annual  sales,  a  figure  thought  to  be  possible 
with  new  restaurant  facilities  at  Harding  and  Lincoln  and  far  in  excess  of  gross  revenues  produced  by  the 
present  small  facilities.  New  clubhouses  at  Harding/Fleming  and  at  Lincoln  could  be  combined  with  the 
restaurants. 
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c)       Low  Differential  Between  Resident  and  Non-Resident  Rates 

Some  other  golf  courses  pay  for  capital  and  operating  costs  by  increasing  the  differential  between  resident  and 
non-resident  rates.  The  differential  between  resident  and  non-resident  rates  in  San  Francisco  is  presently  greater 
than  the  Bay  Area  average,  however,  the  attractiveness  of  the  Lincoln  and  Harding  courses  is  such  that  an  even 
greater  differential  is  likely  to  lead  to  greater  revenues  with  no  impact  on  resident  golfers,  according  to  Joel 
Robinson  and  Rich  Rovetti  of  the  Mayor's  Office,  among  others.  An  example  of  this  in  action  is  San  Diego's 
Torrey  Pines  golf  course.  There,  "tee  time  brokers"  reserve  times  and  resell  them  to  hotels  and  tourists  at  prices 
in  excess  of  $100  per  round.  See  the  accompanying  chart  comparing  greens  fees  at  Bay  Area  courses. 

3.        Harding  Park  and  Lincoln  Park  Have  "Destination  Course  "  Potential 

Harding  Park  is  considered  by  professional  golfers  to  be  a  challenging  and  difficult  course,  while  Lincoln  Park 
is  set  in  a  uniquely  attractive  physical  setting.  These  factors  create  the  potential  for  these  courses  to  be 
"destination"  golf  courses,  to  which  tourists  and  professionals  alike  are  willing  to  travel  to,  if  playing  conditions 
can  be  improved  through  capital  investment.  This  potential  also  accounts  for  RP's  feeling  that  both  Harding 
and  Lincoln  have  great  potential  for  restaurants  which  serve  the  general  public,  in  addition  to  golfers. 

The  PGA  has  expressed  an  interest  in  holding  the  PGA  Tour  Championship  at  Harding  Park,  provided  adequate 
capital  investment  is  made  to  bring  the  course  up  to  PGA  Tour  standards.  According  to  PGA  Tour  figures, 
tournaments  bring  in  approximately  $17  to  $18  million  in  direct  and  indirect  economic  benefit  to  the  city  in 
which  they  are  played.  Sandy  Tatum  feels  this  figure  would  be  substantially  higher,  perhaps  as  much  as  $50 
million,  as  the  PGA  Tour  Championship  attracts  far  more  attention  and  publicity  than  other  PGA  tour  events. 
Torrey  Pines  golf  course,  operated  by  the  City  of  San  Diego,  hosts  a  PGA  tournament  and  indicates  that  the 
tournament  pays  the  City  the  amount  of  "foregone  revenue"  it  would  have  earned  in  greens  fees  during  the  ten 
days  of  the  tournament,  reimburses  the  City  for  overtime  maintenance  costs,  and  makes  a  payment  of 
approximately  $500,000  annually  to  an  allied  non-profit  organization  (the  Century  Club)  that  assists  the  golf 
course  with  capital  improvements  (sort  of  similar  to  the  "Friends  of  the  Library"  concept).  The  City  has  not 
made  an  independent  estimate  of  economic  impacts  of  hosting  a  tournament. 

Proponents  of  the  "destination  course"  concept,  particularly  Sandy  Tatum,  feel  there  is  more  than  just 
symbolism  involved  in  pursuing  this  option.  Hosting  a  tournament  will  result  in  a  much  higher  level  of 
maintenance  at  Harding,  a  level  that  will  have  to  be  maintained  in  order  to  retain  the  tournament.  Thus,  having 
the  tournament  in  a  sense  becomes  the  "insurance"  that  the  value  of  substantial  course  capital  investment  will 
not  be  "wasted"  by  inadequate  maintenance.  Meeting  PGA  standards  will  also  require  more  specialized  training 
for  Golf  Division  staff,  an  outcome  that  Tatum  feels  will  benefit  all  the  courses. 

In  terms  of  the  greater  potential  for  the  PGA  Tour  Championship,  Tatum  notes  that  this  event  attracts  worldwide 
attention,  with  attendant  publicity  benefits  to  the  City  as  a  whole.  Apparently,  however,  the  PGA  is  considering 
putting  a  refurbished  Harding  in  with  two  other  cities  in  a  rotation,  where  the  tournament  would  be  held  here 
every  third  year.  Sandy  Tatum  also  notes  that  hosting  the  PGA  Tour  Championship  will  cause  the  PGA  Tour  to 
sponsor  the  "First  Tee"  program  at  Harding  Park,  which  provides  resources  for  underprivileged  youth  to 
participate  in  golf.  The  First  Tee  program  provides  equipment,  training  and  access  to  playing  time  for  such 
youth.  The  PGA  Tour  estimates  that  such  a  program  could  accommodate  as  many  as  1 ,000  youth  each  year 
and,  according  to  Sandy  Tatum,  would  provide  a  resource  for  raising  some  of  the  needed  capital  for 
improvements. 
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Whether  or  not  to  pursue  Harding's  (and,  to  a  lesser  extent,  Lincoln's)  destination  course  potential  is  a  policy 
decision,  as  this  will  add  substantially  to  capital  improvement  costs,  although  those  costs  could  be  offset  to 
some  degree  from  additional  revenues  brought  into  the  City  from  tournament  play  and  from  premium  "tourist" 
greens  fees.  These  premium  greens  fees  would  be  justified  by  the  prestige  Harding  would  earn  from  the 
national  media  as  one  of  the  hosts  of  the  PGA  Tour  Championship.  While  not  significant,  an  inconvenience  for 
resident  users  would  occur  during  the  course  closure  of  ten  days.  Presumably  Harding  golfers  could  play  at 
Sharp  Park  or  Lincoln  Park  during  this  time. 

4.        Residents,  Seniors  Comprise  Significant  Percentage  of  Users 

Although  estimates  vary  widely,  seniors  and  City  residents  make  up,  collectively,  at  least  two  thirds  of  players 
at  City  golf  courses.  There  is  great  concern  among  residents  that  significant  capital  investment  in  the  courses 
will  lead  to  higher  rates  and/or  limitation  on  playing  time.  Torrey  Pines  was  able  to  undertake  significant  capital 
investments  without  significant  increases  in  resident  and  senior  greens  fees,  but  has  had  a  problem  with  access, 
possibly  due  to  their  "first  come,  first  served"  policy. 

San  Francisco  also  protects  its  residents  by  offering  preferential  tee  time  reservations  by  allowing  residents  to 
reserve  their  times  farther  in  advance  than  others.  Some  other  municipalities  follow  this  practice,  while  others 
are  strictly  "first  come,  first  served."  In  absence  of  a  tee  time  preference,  residents  may  find  securing  a  tee  time 
difficult.  Inasmuch  as  San  Francisco  has  tee  time  preference  for  residents,  a  similar  problem  seems  unlikely  to 
occur  here,  provided  that  the  policy  is  continued  in  some  form. 

DIFFERENT  OPERATING  AND  FINANCING  MODELS 

There  is  always  the  current  "pay-as-you-go"  option,  where  the  substantial  excess  revenue  generated  by  the 
courses  is  used  to  directly  pay  for  improvements  or  to  pay  off  short-term  financing.  While  this  option  would 
result  in  less  financing  costs,  this  option  would  also  require  the  City  to  make  up  the  Golf  Division's  substantial 
contribution  to  the  General  Fund  from  other  sources,  for  this  reason  it  has  not  been  considered  here  in  depth.  I  f 
the  "pay-as-you-go"  option  is  not  desirable,  then  the  main  policy  issue  facing  the  City  golf  courses  is  the  level 
of  capital  investment  that  is  needed  and  the  resulting  impact  on  fees.  RP,  the  San  Francisco  Golf  Association, 
other  user  groups  and  the  Mayor's  Office  all  concede  that  all  the  courses  need  at  least  some  investment,  but 
disagreement  exists  as  to  the  optimal  investment. 

The  Arnold  Palmer  Company  indicates  investment  of  $12  to  $15  million  (including  new  clubhouses)  is  needed 
for  all  four  of  the  courses  being  studied.  Those  advocating  creating  Harding  and  Lincoln  as  "destination"  golf 
courses  (the  Mayor's  Office  and  Sandy  Tatum)  feel  that  in  order  to  secure  the  PGA  Tour  Championship  at 
Harding,  an  investment  of  $8-10  million  at  that  course  alone  is  needed,  although  they  feel  that  a  "significant" 
portion  of  those  required  costs  be  could  be  raised  through  charitable  contributions  related  to  the  First  Tee 
Program.  Those  wishing  to  keep  the  total  borrowing  at  a  lesser  level  (RP,  for  example;  presumably  better 
protecting  resident  rates  and  playing  time)  advocate  a  lesser  figure,  but  still  concede  the  need  for  significant 
capital  outlay. 

There  are  a  number  of  models  available  for  addressing  some  or  all  of  the  issues  raised  in  the  operation  of  the 
City's  golf  courses.  Many  of  the  models  differ  mainly  on  how  to  shoulder  the  debt  necessary  to  provide  for  the 
capital  improvements  the  courses  need.  It's  important  here  to  retain  the  distinction  between  financing  structures 
and  organizational  structures.  Most  of  the  course  needs  identified  have  to  do  with  additional  capital  investment. 
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which  can  be  financed  through  a  variety  of  methods.  Similarly,  there  are  a  variety  of  organizational  structures 
available  to  manage  the  courses,  most  of  which  can  accommodate  any  of  the  possible  financing  structures. 

RP,  user  groups  and  the  Mayor's  Office  all  feel  the  courses  would  benefit  from  the  development  of  greater  golf 
expertise  and  more  overall  coordination  in  operation  of  the  courses.  This  could  take  the  form  of  a  "golf 
manager"  whose  job  would  be  to  coordinate  the  various  pieces  of  the  new  structure  —  the  Golf  Division 
maintenance,  course  subcontractors  and  the  Recreation  and  Park  Department.  This  manager  would  also  be 
responsible  for  marketing  and  promotion  of  the  courses,  and  would  also  be  able  to  coordinate  golf-specific 
training  for  both  subcontractor  and  Golf  Division  employees.  This  coordination  function  could  be  provided  by 
the  City's  operational  subcontractor,  by  directly  hiring  a  City  employee,  or  by  a  non-profit  corporation 
employee. 

Model  One  -  Total  City  Operation 

At  one  time,  the  City  operated  all  aspects  of  its  golf  courses:  City  employees  operated  the  pro  shops,  ran  the 
restaurants,  took  the  reservations  and  maintained  the  courses.  This  option  is  not  considered  feasible  today,  as 
the  City  does  not  possess  the  highest  level  of  expertise  in  pro-shop  and  concession  operation.  The  City  does, 
however,  possess  a  high  level  of  knowledge  of  turf  maintenance,  although  that  knowledge  should  be 
supplemented  by  more  specialized  expertise  and  training  in  golf  course  maintenance. 

The  likely  consequences  of  total  City  operation  would  be  a  hindered  ability  to  finance  needed  capital 
improvements,  as  these  improvements  would  have  to  be  financed  through  general  obligation  bonds  needing  a 
2/3  approval  from  the  voters  or  revenue  bonds  or  lease-revenue  bonds  both  requiring  majority  approval  from 
voters.  It's  also  worth  noting  that  general  obligation  or  revenue  bonds  take  much  longer  to  process,  as  these 
bonds  require  Board  action  to  be  put  on  the  ballot,  have  to  be  approved  by  the  Capital  Improvements  Advisory 
Committee,  then  awaiting  the  next  election. 

Model  Two  -  Public  Maintenance,  Private  Concessions  and  Pro  Shop  (Present  Structure) 

The  present  structure  has  been  in  place  since  the  1960's.  In  this  model,  the  City's  Golf  Division  maintains  the 
courses  and  buildings  at  five  of  the  six  City  courses.  Private  contractors  provide  starter,  pro-shop  and 
concession  services  through  lease  agreements.  Currently,  all  golf  revenues  go  directly  into  the  general  fund,  and 
funds  in  excess  of  the  Golf  Division's  maintenance  budget  are  used  to  pay  for  other  programs.  About  10%  of 
revenues  are  from  concession  royalties  and  the  remainder  are  from  greens  fees.  Like  model  one,  this  model 
could  only  finance  improvements  through  general  obligation  bonds  or  revenue  bonds. 

•         Model  Three  -  Enterprise  Fund 

Presently,  all  golf  revenues  flow  into  the  General  Fund  and  are  used  for  park  and  recreation  purposes,  the 
maintenance  budget  for  the  courses  is  also  appropriated  from  the  General  Fund.  Most  cities,  however,  manage 
their  golf  courses  through  an  enterprise  fund.  Enterprise  funds  are  created  for  municipal  operations  which 
produce  an  income  based  on  the  sale  of  a  tangible  good,  a  typical  example  are  public  utilities  and  airports.  In 
San  Francisco,  there  are  several  enterprise  funds  including  the  Airport,  Hetch-Hetchy  and  Water  Department. 
Most  public  operations  that  are  organized  as  enterprise  funds  also  require  significant  capital  investment  both 
initially  and  on  an  ongoing  basis. 
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Municipal  accounting  requires  that  the  funds  and  operations  of  an  enterprise  fund  be  separate  from  other  City 
operations.  Enterprise  funds  can  be  charged  for  "administrative  costs"  incurred  by  General  Fund  departments 
for  services  rendered  to  the  fund,  similarly,  the  fund  can  be  charged  rent  or  a  similar  charge  if  another  fund  (e.g., 
the  General  Fund)  provided  the  original  investment  that  created  the  enterprise  fund.  In  this  way,  the 
contribution  from  the  golf  operation  to  the  General  Fund  could  be  continued,  at  least  in  part. 

The  advantage  of  an  enterprise  fund  is  that  revenues  from  the  courses  would  be  retained  in  the  courses. 
Creation  of  an  enterprise  fund  would  also  allow  the  issuance  of  revenue  bonds  for  capital  improvements,  which 
could  cost  up  to  75  basis  points  more  than  general  obligation  bonds.  Issuance  of  revenue  bonds  would, 
however,  require  majority  approval  by  voters.  The  disadvantage  of  an  enterprise  fund  are  the  restrictions  the 
form  has  on  operations.  The  creation  of  an  enterprise  fund  essentially  splits  off  the  financial  aspects  of  the 
operation  from  the  rest  of  City  government,  and  imposes  some  limits  on  budget  and  management  flexibility.  An 
enterprise  fund  could  maintain  the  current  practice  of  City  maintenance  and  contractor  concessions. 

Model  Four  -  Non-Profit  Lease 

Another  possible  operational  and  financial  structure  is  to  set  up  a  non-profit  corporation.  The  corporation  is  the 
entity  that  actually  issues  the  debt,  and  the  debt  is  secured  by  the  income  produced  by  the  courses.  State  law 
requires  that  "disinterested"  parties  (at  least  nominally)  come  forth  to  form  the  non-profit  corporation,  then  the 
City  negotiates  a  ground  lease  with  the  non-profit,  who  could  then  in  turn  subcontract  with  the  City  for  the 
actual  operation  of  the  courses.  The  City  could  retain  the  maintenance  portion  of  course  operations,  and  further 
sub-contract  out  other  course  operations  (pro  shop,  cart  rentals,  starter  operations  and  concessions,  as  is  current 
practice). 

This  structure  does  not  require  a  bond  measure  to  authorize  the  debt,  as  the  debt  would  be  issued  by  the  non- 
profit entity  and  not  the  City.  All  revenues  flow  at  some  point  to  the  non-profit,  and  the  non-profit  then  pays  the 
City  for  the  actual  operation  of  the  courses.  The  City,  in  turn,  pays  its  operating  subcontractor(s)  and  the  Golf 
Division.  Golf  revenues  are  retained  to  a  greater  degree  in  the  golf  courses.  Proponents  of  this  structure, 
including  the  Recreation  and  Park  Department,  indicate  that  they  agree  that  the  courses  have  a  great  untapped 
revenue  potential  in  increasing  non-resident  greens  fees  and  in  developing  new  restaurants,  in  addition  to  more 
marginal  gains  in  greater  course  operational  efficiencies  (e.g.,  a  better  starter  operation,  better  clubhouses, 
expanded  pro  shops,  etc.)  This  structure  might  allow  the  City  to  continue  the  Golf  Division's  contribution  to 
the  General  Fund,  continue  to  pay  the  City  Golf  Division  to  maintain  the  courses  but  retain  revenue  in  excess  of 
current  revenues  to  pay  off  bonds  used  to  finance  capital  improvements  to  the  courses,  including  new- 
restaurants.  In  this  respect,  the  non-profit  model  allows  revenues  to  be  retained  in  the  program  like  an 
enterprise  fund  would. 

The  non-profit  corporation  could  be  required  to  submit  its  operating  budget  to  the  City  for  approval,  but  the 
non-profit  would  be  able  to  retain  as  much  as  15%  of  revenues  in  its  "fund"  (permitted  by  state  law).  The  non- 
profit would  also  require  its  own  accountant  and  counsel.  The  ground  lease  between  the  City  and  the  non-profit 
could  incorporate  provisions  to  insure  that  greens  fees,  resident  time  preferences  and  other  resident  protections 
could  not  be  changed  without  Recreation  and  Park  Commission  and  Board  approval. 

The  non-profit  operational  structure  has  been  used  before  in  other  City  operations,  notably  some  of  the  DPT 
garages.  Sutter-Stockton  and  Union  Square  garages  are  examples  of  this  kind  of  arrangement  —  in  these  cases. 
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businesses  and  individuals  in  those  neighborhoods  approached  the  City  in  an  effort  to  address  parking  problems, 
the  resulting  non-profit  corporation  structure  was  formed  to  finance  capital  improvements  and  ongoing 
operations  from  the  income  streams  of  the  garages. 

State  law  requires  the  public  asset  financed  in  this  way  to  be  turned  over  to  the  City  when  the  bonds  are  paid  off 
—  presumably  20  to  30  years.  The  non-profit  corporation  created  through  this  scheme  exists  indefinitely, 
however.  In  the  context  of  the  City  garages,  this  perpetuation  of  the  non-profit  corporation  even  after  the  debts 
have  been  paid  off  has  led  to  some  conflict,  as  the  non-profit  corporation  is  allowed  to  retain  up  to  15%  of  its 
revenues,  and  some  of  the  garage  boards  have  seen  this  retained  revenue  as  "their"  funds  as  opposed  to  City 
funds.  There  has  also  been  an  issue  with  the  non-profit  garages  paying  excessive  fees  to  retained  accountants 
and  lawyers  for  minimal  work  in  those  cases  where  the  bonds  have  been  paid  off. 

If  this  direction  is  chosen,  the  City  could  initially  control  the  appointment  of  the  Board  of  the  non-profit 
corporation  but,  under  California  law,  the  non-profit  board  would  be  self-perpetuating  and  would  appoint 
successor  members.  This  could  lead  to  a  situation  where  the  board  would  wish  to  take  the  courses  in  a 
somewhat  different  direction  than  the  Recreation  and  Park  Department,  the  Mayor,  the  Board,  etc.,  although  the 
potential  for  mischief  could  be  limited  through  lease  restrictions  between  the  non-profit  and  the  City. 

Model  Five  -  Total  Private  Operation 

This  is  the  model  used  by  the  Water  Department  for  the  courses  it  owns  in  Burlingame  (Crystal  Springs  Golf 
Course)  and  Sunol,  and  for  one  of  RP's  courses,  the  9-hole  at  McLaren  Park.  In  this  model,  the  City  issues  an 
RFP  for  a  private  operator  to  manage  all  aspects  the  course,  including  maintenance.  This  model  can  provide  for 
capital  investment  through  RFP  requirements  —  the  Crystal  Springs  course  was  recently  up  for  proposal,  and 
one  criterion  for  proposal  evaluation  was  the  level  of  capital  investment  to  be  made  by  the  contractor. 

Private  operation  can  provide  resident  tee  time  preference  and  greens  fee  limitations  through  contract 
requirements.  The  City  of  Fairfield  recently  built  two  golf  courses  which  are  entirely  run  by  private  operators  — 
fees  and  operating  policies,  however,  can  only  be  changed  with  City  Council  approval.  The  situation  at  Crystal 
Spings  is  somewhat  different,  rates  there  are  set  (and  can  be  changed)  using  a  survey  formula  set  in  the  contract, 
specifying  the  comparable  courses.  The  RFP  can  also  require  the  private  operator  to  protect  some  or  all  of  the 
employee's  interests,  such  as  requiring  the  hiring  of  current  City  staff  at  guaranteed  salary  and  benefit  levels  and 
insuring  union  representation.  A  private  contractor  would  also  be  subject  to  various  City  policy  initiatives  such 
as  the  MBE/WBE  program,  the  Equal  Benefits  Ordinance  (Domestic  Partners),  and  so  forth. 

The  advantage  of  this  model  is  that  the  City  benefits  form  the  expertise  of  an  operator  familiar  with  golf 
operations  and  it  is  the  operating  contractor  who  assumes  most  of  the  risk  and  responsibility  for  making  the 
courses  work.  That  is  also  the  disadvantage  of  this  model  ~  in  order  for  the  contractor  to  be  able  to  make 
enough  money  to  finance  extensive  capital  improvements,  the  contractor  needs  to  be  guaranteed  sufficient 
income,  which  might  require  fee  increases  or  policy  changes.  This  operational  structure  may  be  less  responsive 
to  public  concerns  than  a  City  department,  depending  on  the  restrictions  included  in  the  contract. 
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OPTIONS 


General  Discussion 

If  the  decision  is  made  to  invest  greater  funds  in  the  courses  to  improve  playing  conditions,  then  decisions  will 
have  to  be  made  as  to: 


In  terms  of  financing  and  operating  structures,  the  Board  has  these  options: 
Financing: 

Current  structure  (would  require  voter  approval  to  issue  debt) 

Enterprise  fund  (would  require  voter  approval  also,  but  revenues  retained  in  fund) 

Non-profit  corporation  (would  not  require  vote,  but  subject  to  less  direct  City  control) 

Private  operator  (with  substantial  required  capital  investment) 

Pay-As-You-Go  (would  require  making  up  the  General  Fund  contribution) 

Operating: 

Current  structure  (City  maintenance  and  contractor  concessions) 
Total  private  operation  through  contract 
Total  City  operation 

The  model  favored  by  RP  is  non-profit  financing  with  essentially  the  current  operating  structure,  although  that 
structure  would  be  enhanced  by  the  non-profit  corporation  hiring  a  golf  manager  to  better  coordinate  operations. 
RP  also  anticipates  raising  rates  (mostly  on  non-resident  players),  but  enhancing  resident  access  protections  to 
prevent  displacement  of  resident  players. 

[Report  prepared  by  John  D.R.  Clark.  (415)  554-7781;  (fax)  554-7786;  e-mail:  john_clark@ci.sf.ca.us] 


1. 
2. 
3. 
4. 


Rate  Increases  and  Resident  Preference  Policies 
Level  of  Capital  Investment 
Financing  Structure 
Operating  Structure 
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Golf  Division  Budget 


Greens  Fee  Revenues 
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NOTE:  Revenue  not  available  for  94-95,  data  point  is  average  of  previous 
and  following  year. 
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EXECUTIVE  SUMMARY 


Committee  Hearing:  Finance  and  Labor 

File  Numbers:  98 1 796  -  ATM  Surcharges 

Origin:  Supervisor  Ammiano 

Hearing  Date:  February  10,  1999 
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PROPOSED  ACTION: 

The  proposed  ordinance  amends  the  San  Francisco  Police  Code  and  adds  a  new  section,  Chapter  VIII,  Part  2,  Article  9 
Section  648.1  prohibiting  financial  institutions  in  San  Francisco  from  imposing  surcharges  of  any  kind  to  non-customers 
who  access  automated  teller  machines  ("ATMs")  to  conduct  electronic  transactions,  including  cash  withdrawals  and  fund 
transfers.  Enforcement  and  penalty  provisions  in  this  legislation  permit  individuals  to  pursue  civil  action  in  the  event  that 
a  financial  institution  is  in  violation  of  this  ordinance,  including  receiving  a  minimum  award  of  S250  for  actual  damages. 
Financial  institutions  that  engage  in  a  pattern  of  willful  violations  shall  also  be  liable  for  attorney's  fees  and  other 
applicable  court  costs  and  additional  fines  not  to  exceed  S5,000  per  violation. 


SAN  FRANCISCO'S  ATM  MARKET: 

The  ATM  market  is  expanding  in  San  Francisco.  According  to  the  Consumer  Bankers'  Association  (CBa),  there  are  over 
660  ATMs  in  San  Francisco  which  are  operated  by  banks  or  by  banks  which  act  as  sponsors  for  other  financial 
institutions.  Over  50  percent  of  these  local  ATMs  are  currently  operated  by  San  Francisco's  two  largest  banks.  Bank  of 
America  and  Wells  Fargo. 

•    Summary;  Survey  of  Banks  Located  in  San  Francisco 

In  1998,  the  Office  of  the  Legislative  Analyst  (OLA),  conducted  a  telephone  survey  of  65  local  banks  which  identified  the 
number  of  local  branches  held  by  each  surveyed  bank,  the  number  of  localiy-based  ATMs,  the  amount  of  ATM 
surcharges  each  bank  assesses  on  non-customers  who  use  their  ATMs,  the  amount  of  "foreign"  access  fees  each  bank 
charges  its  own  customers  for  using  other  institutions'  ATMs,  the  amount  of  Interchange  fees  paid  by  the  customer's  own 
bank  to  other  ATM  operators,  and  switch  fees  paid  by  the  customer's  own  bank  to  network  operators,  such  as  the  Star 
System,  Plus  and  Cirrus. 

Our  findings  indicate  that  approximately  55  percent  of  surveyed  banks  operate  ATMs.  From  this  figure,  approximately 
67  percent  of  the  banks  assess  surcharges,  averaging  approximately  $1.42,  on  non-customers  who  use  their  ATMs.  Our 
survey  also  shows  that  approximately  52  percent  of  surveyed  banks  assess  "foreign"  access  fees,  averaging  SI  .25.  on  their 
own  customers  who  use  other  institution's  ATMs. 


The  OLA  survey  also  shows  that  from  a  total  of  577  ATMs  reported  in  the  survey,  approximately  95  percent  of  these 
machines  assess  surcharges  on  non-customers,  and  this  figure  is  likely  to  increase  as  more  banks,  particularly  small  banks, 
deploy  ATMs  with  surcharges. 

OPTIONS; 

1.  Adopt  this  legislation.  This  would  prohibit  financial  institutions  that  operate  A/TMs  in  San  Francisco  from  imposing 
surcharges  on  non-customer  transactions. 

2.  Request  the  City  Attorney's  Office  to  review  the  feasibility  of  imposing  an  ATM  fee  cap,  as  is  currently  done  in  three 
states,  as  an  alternative  to  imposing  an  absolute  surcharge  prohibition. 
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3.  Request  State  legislators  to  re-introduce  legislation  that  prohibits  or  "caps"  ATM  fees  so  that  all  banks  in  California 
adhere  to  the  same  requirements. 

4.  Work  with  consumer  groups  and  financial  institutions  to  develop  non-legislative  options,  including  the  setting  of 
ATM  surcharge  caps,  and  encouraging  banks  not  to  impose  surcharges  on  consumers  who  use  their  ATMs. 

5.  Do  not  approve  this  proposed  measure. 
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LEGISLATIVE  ANALYSIS:  ATM  SURCHARGES 

PROPOSED  ACTION: 

The  proposed  ordinance  amends  the  San  Francisco  Police  Code  and  adds  a  new  section,  Chapter  VIII,  Pan  2.  Article  9 
Section  648.1  prohibiting  financial  institutions  in  San  Francisco  from  imposing  surcharges  of  any  kind  to  non-customers 
who  access  automated  teller  machines  ("ATMs")  to  conduct  electronic  transactions,  including  cash  withdrawals  and  fund 
transfers.  Enforcement  and  penalty  provisions  in  this  legislation  permit  individuals  to  pursue  civil  action  in  the  event  that 
a  financial  institution  is  in  violation  of  this  ordinance,  including  receiving  a  minimum  award  of  S250  for  actual  damages 
Financial  institutions  that  engage  in  a  pattern  of  willful  violations  shall  also  be  liable  for  attorney's  fees  and  other 
applicable  court  costs  and  additional  fines  not  to  exceed  $5,000  per  violation. 

CURRENT  LAW; 

•  California  Financial  Code  (Section  13080)  -  Effective  since  July  1 ,  1 997,  this  State  law  requires  operators  of  ATMs 
in  California  to  disclose  electronically  surcharges  that  may  be  imposed  on  any  ATM  users  who  use  their  machines. 
Furthermore,  this  law  provides  that,  unless  disclosure  is  made  prior  to  the  customer  being  obligated  to  pay  the 
surcharge,  a  customer  should  be  allowed  to  cancel  that  transaction  without  incurring  an  ATM  surcharge. 

ATM  operators  are  also  required  to  make  a  disclosure  of  the  total  price  and  fee  for  any  sale  of  goods  and  services 
conducted  at  an  ATM  prior  to  the  customer  incurring  any  obligation  for  that  transaction.  If  non-customers  use  other 
institutions'  ATMs,  those  institutions  are  also  required  to  disclose  to  those  users  that  their  own  institutions 
may  charge  an  additional  fee  for  such  use. 

•  Federal  Reserve  Regulation  E  -  Regulation  E  establishes  the  rights,  liabilities  and  responsibilities  in  regard  to  usage 
of  electronic  fund  transfers  (EFT),  as  well  as  provide  protections  for  consumers  who  use  EFT  services  provided 
through  ATMs.  Additionally,  financial  institutions  are  required  to  disclose  certain  terms  and  conditions  arising  from 
usage  of  EFT  services,  including  disclosing  costs,  such  as  ATM  fees  that  may  be  passed  down  to  customers  by  their 
own  banks. 

ACKGRQUNP; 

When  ATMs  were  first  introduced  in  1969,  there  was  an  initial  expectation  in  the  banking  industry  that  these  machines 
would  generate  cost  savings,  while  providing  consumers  with  the  convenience  of  24-hour  banking.  According  to  Dove 
Associates,  Inc.'s  "1999  ATM  Deployer  Study,"  prior  to  April  1996,  customer  convenience  was  still  a  top  priority  for 
ATM  operators.  However,  after  April  1996  -  following  the  lifting  of  the  ban  on  ATM  surcharges  by  the  two  largest  ATM 
networks,  Cirrus  and  Plus  -  fee  income  became  the  second  highest  objective  for  deploying  ATMs. 

Since  the  lifting  of  the  1996  network  ban,  there  has  been  a  reported  increase  nationally  in  the  deployment  of  ATMs  as 
well  as  in  ATM  fees  charged  by  both  bank  and  non-bank  ATM  operators.  The  United  States  General  Accounting  Office 
(the  "GAO")  estimates  that  the  percentage  of  banks  with  surcharges  on  their  ATMs  has  grown  from  39  percent  in  1997  to 
64  percent  in  1998.  The  GAO  also  reports  that  the  number  of  ATMs  with  surcharges  has  also  increased  by  over  50 
percent  during  this  period. 

In  addition,  ATM  deployment  by  these  banks  also  increased  by  13  percent  between  1997  and  1998,  and  a  majority  of  the 
deployment  -  about  66  percent,  was  in  locations  that  are  of-bank  premises,  such  as  grocery  stores,  hotels,  shopping  malis, 
hotels,  airports,  and  other  locations.  ATM  deployment  in  San  Francisco  is  reported  at  over  660  ATMs  by  the  Consumer 
Bankers  Association  (CBA),  and  over  half  these  machines  are  operated  by  Bank  of  America  and  Wells  Fargo. 

Despite  the  increase  in  ATM  deployment,  the  1998  GAO  study  also  reports  a  decrease  in  customer  use  of  ATMs.  The 
GAO  reports  that  between  January  1997  and  January  1998,  the  average  number  of  customer  withdrawal  transactions  per 
ATM  declined  by  15  percent,  and  that  the  average  number  of  non-customer  withdrawal  transactions  per  ATM  also 
declined  by  24  percent.  The  GAO  study  does  not  explain  the  cause  of  the  decline  in  ATM  use.  Nonetheless,  it  should  be 
noted  that  in  addition  to  using  ATMs,  cardholders  are  now  armed  with  a  myriad  of  choices  that  enable  them  to  gain  access 
to  their  deposit  accounts  in  less  costly  ways.  These  include  "point-of-sale"  transactions,  debit  cards,  and  writing  checks 
jr  cash. 
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THE  ORG  AN IZ A  TION  OF  THE  A  TM  MARKET 

ATM  networks  are  mostly  joint  ventures  comprised  of  a  group  of  bank  members  or  non-bank  data  processing  firms 
governed  by  a  board  of  directors  that  sets  and  implements  policy  for  its  members.  The  networks  connect  various  member 
ATMs  that  provide  a  variety  of  services  to  customers,  including  the  ability  for  consumers  to  use  their  ATM  cards  to  make 
cash  withdrawals.  This  process  requires  the  transmittal  of  the  transaction  information  from  the  point  of  origin  on  the 
ATM  to  the  customer's  bank  and  back  to  the  customer  through  communication  and  the  switching  of  information  using 
leased  or  dial-up  telephone  lines  and  centralized  computers.  Many  ATM  networks  now  also  provide  other  secondary 
services  such  as  ATM  servicing  and  processing  for  their  members  or  other  banks. 


The  ATM  fee  structure  involves  two  kinds  of  transaction  fees:  wholesale  fees  which  are  paid  by  banks  to  other  banks  or  to 
the  network,  and  retail  fees  which  are  paid  by  cardholders  to  their  own  banks  or  to  the  ATM  operators  whose  machines 
they  access.  The  following  is  a  summary  table  of  ATM  transaction  fees: 


ATM  FEE 

CATEGORY 

FEE 

IMPOSED 
BY 

FEE  PAID 
BY 

DESCRIPTION 

TRANSACTION 
FEE  * 

Switch  Fee 

Wholesale 

ATM 
Network 

Cardholder's 
Bank  and 
ATM  owner 

Cardholder's  bank  pays  the  network 
organization  for  routing  the  transaction 
information. 

S0.02  to  SO.  15 

Interchange 
Fee 

Wholesale 

ATM 
Network 

Cardholder's 
bank 

Cardholder's  bank  pays  ATM  owner  for 
deployment  and  maintenance  of  shared 
ATM" 

S0.30  to  S0.60 

User/Foreign 
Fee 

Retail 

Cardholder's 
Bank 

Customer 

Cardholder  pays  his/her  own  bank  for  use  of 
an  ATM  not  owned  by  the  cardholder's  own 
bank. 

S0.25  to  S2.50 
(Average  SI. 00) 

ATM 
Surcharge 

Retail 

ATM  Owner 

Non- 
customer 

Cardholder  pays  the  ATM  owner  for  the  cost 
of  deplovmg  and  maintaining  the  ATM. 

S0.50  to  S5.00 
(Average  SI. 50) 

*  Figures  are  national  averages  based  on  ike  US  GAO's  1998  study 


*  Wholesale  Fees: 

Wholesale  fees,  which  are  set  by  the  network,  comprise  the  "switch  fee"  and  the  "interchange  fee.''  Some  networks  may 
also  charge  a  non-transaction  based  membership  fee.  Switch  fees,  which  can  be  as  low  as  2  cents  or  as  high  as  15  cents 
per  transaction,  are  paid  by  the  cardholder's  bank  to  the  network  and  cover  the  cost  of  routing  transactions  through  the 
network's  computer-switching  system. 

The  interchange  fee  is  paid  by  the  cardholder's  bank  to  the  ATM  owner  and  covers  the  cost  of  deploying  and  servicing  the 
ATM.  Interchange  fees,  which  range  from  30  cents  to  60  cents  per  transaction,  are  aiso  utilized  for  the  standardization  of 
the  network  system  so  that  a  single  price  can  be  established  for  all  transactions  that  occur  in  member  ATMs. 

»    Retail  Fees: 

Unlike  wholesale  fees  which  are  set  by  the  network,  ATM  retail  fees  are  determined  by  the  cardholder's  bank  and  by  the 
ATM  owner.  The  cardholder's  bank  may  charge  an  optional  user  fee  when  its  customers  use  ATMs  that  are  owned  by 
other  financial  institutions.  User  fees  or  "foreign"  access  fees,  which  typically  average  SI. 00  per  transaction  or  range 
between  25  cents  and  $2.50  per  transaction,  based  on  national  figures,  cover  the  interchange  fee  that  the  cardholder's  bank 
must  pay  to  the  ATM  owner. 

The  much-discussed  ATM  surcharge  is  also  a  retail  fee  that  is  imposed  by  an  ATM  owner  on  non-customers  who  access 
their  machines.  Even  though  ATM  surcharges  typically  range  from  SO. 50  to  S5.00,  the  average  fee  is  typically  SI. 50  per 
transaction  (based  on  national  figures). 

The  Controversy  over  ATM  fees; 

*  Supporters  of  the  A  TM  surcharge: 

Many  banks  and  banking  associations  such  as  the  California  Banking  Association  (CBA)  support  the  imposition  of  ATM 
surcharges  which  they  believe  cover  the  cost  of  providing  non-customers  with  the  convenience  of  using  other  banks' 
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ATMs.  They  emphasize  that,  unlike  branch  banking,  ATMs  provide  customers  with  24-hour  banking,  which  is  availal  le 
even  in  remote  and  low  volume  locations.  These  institutions  also  state  that  ATM  fees  are  necessary  to  cover  the  cost  of 
operating  an  ATM,  such  as  the  cost  of  ATM  purchase,  installation,  maintenance,  security,  processing, 
'elecommunications,  administration,  and  other  operating  costs.  They  argue  that  interchange  fees  are  hard!;, 
support  the  cost  of  ATM  installation  and  maintenance.  Thus,  they  add,  in  order  to  continue  providing  ATM  sen 
ATM  operators  must  charge  non-customers  a  "convenience  fee,"  which  frees  their  own  customers,  who  air- 
own  way  through  their  deposit  balances,  from  having  to  subsidize  non-customers  who  gain  access  to  these  ma 
They  cite  the  1998  McKinsey  report  which  notes  that  despite  the  revenue  from  ATM  fees,  ATMs  have  not  produced 
anticipated  personnel  savings  nor  branch  closures.  According  to  the  McKinsey  report,  a  bank  of  average  size  might  spend 
between  S20  to  $25  million  annually  on  a  network  of  1,000  ATMs  after  deducting  revenue  from  surcharges  and 
interchange  fees.  CBA  also  notes  that  despite  claims  by  consumer  advocates  that  the  ATM  market  is  profitable  for  the 
financial  industry,  off-premise  ATMs  have  especially  been  money  losers  for  ATM  operators. 

The  financial  industry  believes  that  the  proposed  measure  prohibiting  ATM  surcharges  would  adversely  impact  both 
consumers  and  the  financial  industry.  Bank  of  America  has  suggested  that  a  surcharge  ban  could  curtail  ATM 
deployment  and  lead  to  closings  of  lower  volume  ATMs.  It  should  be  noted  that  ATM  closings  have  not  been  reported  in 
states  that  currently  ban  surcharges  or  cap  those  fees. 

*  Opponents  of  the  A  TM  surcharge: 

Opponents  of  ATM  surcharges  include  consumer  advocates,  labor  organizations,  senior  organizations  and  community 
leaders  who  have  challenged  the  financial  industry  practice  of  imposing  ATM  surcharges.  In  California,  these 
organizations  have  established  a  broad  coalition,  the  "Campaign  to  End  Extra  ATM  Fees,"  whose  members  believe  that 
"foreign"  access  fees,  paid  by  customers  to  their  own  banks,  sufficiently  cover  the  switch  fees  and  interchange  costs  that 
are  triggered  by  non-customers  when  they  use  foreign  ATMs.  Opponents  believe  that  surcharges  are  unfair  because  they 
lead  consumers  to  pay  twice  (in  "foreign"  fees  and  ATM  surcharges)  for  receiving  the  same  service  or  for  the  same 
transaction. 

Consumer  advocates  have  challenged  the  notion  that  off-site  ATMs  are  money  losers  by  arguing  that  ATM  surcharges  are 

.mecessary  because  network  interchange  fees  paid  by  the  users'  own  banks  sufficiently  compensate  ATM  owners  when 
non-customers  use  their  machines.  Consumers  Union  states  that  ATM  costs  (for  banks)  have  been  overstated  based  on  the 
"1999  ATM  Deployer  Study"  by  Dove  Associates,  Inc.,  which  estimates  that  the  average  monthly  cost  of  operating  an 
off-premise  ATM  at  $1,090.  This  finding,  according  to  Consumers  Union,  suggests  that  ATM  owners  do  not  generate 
high  costs  as  a  result  of  operating  these  machines. 

CalPIRG  and  Consumer's  Union  argue  that  while  consumers  have  been  unfairly  burdened  by  surcharges,  financial 
institutions  have  generated  substantial  profits  from  collecting  fees  from  ATM  surcharges.  According  to  CalPIRG. 
surcharges  have  generated  an  estimated  profit  of  $109  million  for  big  banks  in  California  with  assets  over  SI  billion. 

Consumer  advocates  have  also  spoken  to  the  anti-competitive  nature  of  surcharges  which,  they  believe,  tend  to  favor 
bigger  banks  with  more  ATMs  over  smaller  banks  with  fewer  or  no  ATMs.  Consumers  Union  adds  that  ATM  surcharges 
are  likely  to  promote  concentration  in  the  banking  industry  because  consumers  are  likely  to  avoid  surcharges  by  switching 
their  membership  from  smaller  banks  with  fewer  ATMs  to  larger  banks  that  provide  more  ATMs.  Consumer  groups  have 
also  suggested  that  the  expansion  of  the  ATM  market  has  provided  customers  with  fewer  options  since  the  number  of 
"free"  ATMs  has  been  dwindling. 

•  Governmental  Actions; 

Various  legislative  initiatives  have  been  undertaken  at  the  federal  and  state  levels  to  address  ATM  pricing  and  operation. 
The  attached  table  indicates  that  currently,  ATM  surcharges  are  assessed  in  47  states  (see  attachment).  ATM  surcharges 
are  currently  prohibited  by  State  regulation  or  network  decision  in  Iowa  and  Nebraska.  Connecticut's  ATM  surcharge  ban 
is  currently  facing  legal  challenge.  In  Arkansas,  Mississippi,  and  Wyoming  state  legislation  has  "capped"  surcharges  in 
the  following  manner: 
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STATE 

ATM  FEE  CAP  (surcharges) 

Arkansas 

Mississippi 

Wyoming 

$2  or  2%  cap,  whichever  is  higher 
S2  or  4%  cap,  whichever  is  lower 
SI  cap 

POLICY  ISSUES: 

1.    HAVE  FINANCIAL  INSTITUTIONS  IN  SAN  FRANCISCO  INCREASED  ATM  DEPLOYMENT  AS  WELL 
AS  FEES  FOR  CONSUMERS? 

*  A  TM  Deployment 

There  is  general  agreement  among  industry  analysts  that  there  has  been  a  nationwide  increase  in  ATM  deployment  by 
banks,  even  though  there  are  differences  in  the  extent  to  which  this  growth  is  being  reported  by  industry  analysts.  Bank 
Network  News,  a  banking  industry  newsletter,  reports  that  ATM  deployment  nationwide  increased  from  approximately 
80,000  in  1990  to  187,000  in  1998  (see  attachment).  The  GAO,  on  the  other  hand,  reports  that  the  total  number  of  ATMs 
operated  by  banks  grew  by  approximately  13  percent,  following  the  lifting  of  the  1996  network  ban  on  ATM  surcharges. 
The  expansion  in  the  ATM  market  has  also  affected  San  Francisco,  where,  according  to  CBA,  there  are  currently  over 
660  ATMs  which  are  owned  by  banks  or  operated  by  banks  that  act  as  sponsors  for  non-bank  institutions.  According  to 
CalPIRG,  compared  to  ncn-bank  ATM  operators,  banks  in  California  dominate  71  percent  of  the  State's  ATM  market. 

Results  of  a  survey  of  65  local  commercial  banks,  community  banks,  savings  banks  and  credit  unions  conducted  by  this 
office,  the  Office  of  the  Legislative  Analyst  (OLA),  indicate  that  whereas  prior  to  1996,  Bank  of  America  and  Wells 
Fargo  were  the  predominant  players  in  the  ATM  market,  by  1998,  the  number  of  local  banks  operating  ATMs  had  grown 
to  approximately  55  percent  (see  attachment).  This  number  is  expected  to  increase  based  on  information  provided  by 
many  small  banks  indicating  a  growing  interest  in  acquiring  and  operating  ATMs  as  a  strategy  for  staying  competitive 
with  other  local  banks.  The  lifting  of  the  1996  ban  has  also  provided  banks  with  an  incentive  to  participate  in  the  ATM 
market  because  costs  therefrom  can  either  partially  or  wholly  be  covered  through  ATM  fees  paid  by  consumers.  Despite 
this  growing  trend,  it  is  still  evident  that  bigger  banks  continue  to  dominate  the  ATM  market.  For  example,  the  OLA 
survey  indicates  that  despite  the  increasing  trend  toward  ATM  deployment,  the  number  of  surveyed  banks  with  over  10 
ATMs  in  San  Francisco  is  still  significantly  low  -  approximately  12  percent,  and  the  concentration  (in  ATMs)  is  largely 
among  banks  with  larger  asset  holdings. 

*  A  TM  Fees 

Whereas  national  figures  compiled  by  the  GAO's  national  survey  indicate  that  between  1997  and  1998,  the  percentage  of 
banks  operating  ATMs  with  surcharges  increased  from  39  percent  in  to  64  percent,  CalPIRG's  survey  data  for  California 
shows  the  number  of  banks  that  impose  ATM  surcharges  having  increased  from  44  percent  to  54  percent  during  this  same 
period.  CalPIRG's  1998  results  were  mirrored  by  the  findings  in  the  OLA  survey  which  indicate  that  in  1998,  almost  55 
percent  of  the  banks  located  in  San  Francisco  assessed  surcharges  on  non-customers  who  used  their  ATMs. 

The  increase  in  the  number  of  banks  imposing  surcharges  has  also  been  accompanied  by  an  increase  in  ATM  fees.  The 
GAO  has  estimated  from  its  national  study  that  whereas  the  average  surcharge  fee  assessed  by  banks  for  all  ATMs  had 
increased  from  $0.69  to  $1.00  between  1997  and  1998.  during  that  same  period,  the  estimated  average  surcharge  for  all 
ATMs  with  surcharges,  had  also  increased  from  $1.17  to  $1.27. 

Compared  to  the  GAO  figures,  averages  (in  ATM  surcharges)  for  California,  and  even  those  for  San  Francisco,  that  have 
been  calculated  by  CalPIRG  and  the  OLA  exceed  the  GAO's  national  average  of  $1.27.  According  to  CalPIRG,  the 
statewide  average  (in  ATM  surcharges)  for  California  is  approximately  $1 .40  per  transaction.  The  OLA  survey  shows 
that  while  the  most  typical  cost  (median)  for  a  surcharge  was  the  same  as  the  GAO's  national  figure  of  $1.50  per 
transaction,  the  average  for  all  surveyed  ATMs  with  surcharges  in  San  Francisco  was  $1.42  per  transaction.  These  figures 
suggest  that  consumers  in  San  Francisco  are  more  likely  to  pay  a  higher  surcharge  than  consumers  elsewhere  in  the 
country  when  they  use  ATMs  with  surcharges  (see  comparison  below). 
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COMPARISON  OF  AVERAGE  ATM  SURCHARGES  IN  1998 


LOCATION 

AVERAGE  FOR  ALL 
ATMS 

MOST  TYPICAL 
SURCHARGE  (MEDIAN) 

AVERAGE  FOR  ATMs 
WITH  SURCHARGES  ONLY 

National  Average  (based  on 
GAO's  calculation) 

S 1 .00  per  transaction 

SI  .50  per  transaction 

Average  in  San  Francisco 
(based  on  OLA  survey) 

SO. 94  per  transaction 

S 1 .50  per  transaction 

S 1 .42  per  transaction 

2.  DO  ATMs  COMPLEMENT  OR  SUBSTITUTE  BRANCH  SERVICES? 

The  OLA  has  also  gathered  information  on  77  existing  local  FDIC-insured  financial  institutions  to  determine  whether 
there  was  a  relationship  between  an  increase  in  ATM  deployment  and  the  availability  of  branch  services  for  consumers. 
The  attached  chart  tracks  branch  activity  in  San  Francisco  between  1996  and  1998,  following  the  lifting  of  the  ban  on 
ATM  surcharges  by  Cirrus  and  Plus.  The  attached  chart  indicates  that  between  1996  and  1998,  the  location  of  bank 
branches  for  about  57  percent  of  the  local  banks  was  unchanged.  However,  for  almost  23  percent  of  the  banks,  the  i 
an  increase  in  the  number  of  bank  branches,  and  the  remaining  20  percent  of  banks  reduced  their  bank  branches.  It  should 
be  noted  that  some  of  the  reductions  resulted  from  bank  closings  and  bank  mergers  which  affected  mostly  bigger  banks 
such  as  First  Interstate  Bank  and  Great  Western.  Nevertheless,  these  data  suggest  that  while  there  has  been  a  reduction  in 
branch  service  for  one-fifth  of  the  local  banks,  there  is  no  indication  of  a  strong  tendency  for  local  banks  to  use  ATMs  as  a 
replacement  for  their  branch  services.  That  approximately  66  percent  of  the  ATM  expansion  has  largely  been  in  off- 
branch  premises,  as  reported  by  the  GAO,  may  in  stead  suggest  a  growing  competitiveness  among  financial  institutions  to 
expand  their  customer  base. 

3.  WHAT  IS  THE  SCOPE  OF  ATM  FEES? 

While  both  banks  and  consumer  advocates  agree  that  financial  institutions  must  be  able  to  recover  the  cost  of  providing 
services  to  customers,  the  contention  has  arisen  over  the  extent  to  which  customers  must  share  this  burden.  The 
controversy  over  ATM  fees  has  been  largely  over  surcharges  that  are  assessed  by  banks  on  ATM  users.  Consumer  groups 
such  as  CalPIRG  and  Consumers  Union  have  charged  that  these  charges  are  unfair  and  amount  to  "double  charging" 
'  =;cause  ATM  users  are  charged  twice  for  the  same  service.  CalPIRG  adds  that  ATM  surcharges  represent  a  growing 

end  in  banking  toward  higher  bank  fees,  and  they  cite  a  study  conducted  by  their  parent  organization,  the  United  States 
Public  Interest  Research  Group  (USPIRG),  indicating  that,  between  1997  and  1998,  the  rate  of  bank  fees  nationwide 
increased  by  at  least  double  the  rate  of  inflation. 

The  California  Bankers  Association  (CBA),  Wells  Fargo  and  Bank  of  America  have  responded  to  the  claim  of  double 
charging  by  pointing  out  that  when  a  cardholder  is  charged  a  foreign  fee  and  an  ATM  surcharge,  these  charges  are 
imposed  by  different  entities  which  use  these  fees  for  different  purposes  (refer  to  previous  chart  on  wholesale  and  retail 
fees). 

There  continues  to  be  disagreement  between  financial  institutions  and  consumer  advocates  over  the  manner  in  which  these 
fees  are  used  by  banks.  CalPIRG  maintains  that  even  though  the  customer's  own  bank  collects  the  "foreign"  access  fee. 
this  fee  is  shared  by  the  customer's  bank,  the  ATM  network,  and  the  non-customer  bank  whose  ATM  is  used  by  the 
consumer.  CalPIRG  further  argues  that  non-customers  finance  ATM  operation  in  two  ways:  banks  receive  surcharges 
from  non-who  use  their  machines,  and  also  receive  interchange  fees  which  are  generated  indirectly  from  a  customer's  own 
bank  through  "foreign"  access  fees. 

In  the  OLA  survey  of  65  local  banks,  approximately  67  percent  of  surveyed  banks  reported  imposing  ATM  surcharges  on 
non-customers  who  use  their  machines.  As  reported  earlier,  approximately  95  percent  of  the  ATMs  in  our  survey  impose 
surcharges.  We  also  found  that  approximately  52  percent  of  the  total  banks  we  surveyed  reported  charging  their  own 
depositors  "foreign"  fees  for  using  other  institutions'  ATMs.  This  latter  group  included  banks  which  operate  their  own 
ATMs  (40  percent),  and  those  that  do  not  own  or  operate  ATMs  (approximately  12  percent)  but  provide  their  customers 
with  ATM  cards  which  can  be  used  to  access  other  institutions'  ATMs. 

^he  OLA  survey  also  showed  that  for  some  banks,  a  customer's  payment  of  and  the  assessed  amount  of  a  "foreign"  fee. 
_>cre  based  on  the  type  of  account  held  by  that  customer,  meaning  that  bank  policy  regarding  ATM  fees  was  not  applied 
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uniformly  for  all  bank  customers.  Most  banks  have  multiple  categories  of  "foreign"  fees  based  on  the  type  of  bank 
account  held  by  a  particular  customer.  For  example,  a  customer's  deposit  balance  usually  determines  the  extent  to  which 
a  bank  is  willing  to  waive  certain  fees  such  as  "foreign"  access  fees  for  its  customers. 

While  the  responsibility  for  assessing  the  two  ATM  fees  on  customers  may  lie  with  different  participating  banks,  the  cost 
of  ATM  fees  can  be  quite  significant  for  consumers,  particularly  for  consumers  who  tend  to  make  frequent  withdrawals. 
For  example,  based  on  San  Francisco's  averages  for  ATM  surcharges  and  "foreign"  fees  of  $1.42  and  $0.66  respectively 
(based  on  our  survey  data),  a  withdrawal  of  $20  can  result  in  total  ATM  fees  of  $2.07,  or  over  10  percent  of  the 
withdrawal  amount  if  an  ATM  is  used  by  a  non-customer.  Similarly,  for  a  higher  withdrawal  amount  of  $300  in  a  single 
transaction  for  example,  the  consumer  would  still  be  liable  for  paying  the  same  amount  of  fees,  even  though, 
proportionally,  that  consumer's  portion  of  the  fees  would  be  lower  -  in  this  case,  less  than  1  percent  of  the  withdrawal 
amount. 

4.    IS  THERE  A  CORRELATION  BETWEEN  THE  COST  OF  OPERATING  AN  ATM  AND  ATM  PRICING? 

According  to  the  California  Bankers  Association  (CBA),  when  cardholders  use  non-customer  ATMs,  their  own  banks  pay 
an  estimated  $0.60  per  transaction  in  Interchange  fees  to  the  ATM  owner  and  another  $0.10  per  transaction  in  switch  fees 
to  the  network,  such  as  the  Star  system,  Plus  or  Cirrus.  In  rum,  banks  must  charge  consumers  in  order  to  recover  these 
costs.  According  to  CBA,  Wells  Fargo,  and  Bank  of  America,  the  foreign  fee  compensates  a  customer's  bank  for  the 
interchange  and  switch  fees,  while  the  surcharge  covers  an  ATM  owner's  expenses  for  deploying  an  ATM. 

The  Consumer  Bankers  Association  (CoBA)  estimates  total  costs  for  a  new  ATM  at  $7,000  to  $50,000,  with  the  price 
varying  based  on  features.  Once  installed,  CoBA  reports  that  operating  costs  can  range  from  $1,000  to  $1,500  on  a 
monthly  basis.  A  recent  study  by  Dove  Associates,  Inc. (the  "1999  ATM  Deployer  Study")  reports  a  cost  reduction  in 
ATM  operation,  particularly  for  off-premise  ATMs  According  to  Dove  Associates,  Inc.,  even  though  large  banks  have 
higher  monthly  operating  costs  -  estimated  at  $  1 , 1 80,  the  typical  monthly  operating  cost  for  an  off-premise  ATM  averages 
SI, 090  based  on  the  following  cost  breakdown: 


These  estimates  exclude  non-bank  ATM  operators,  whose  monthly  operating  expenses,  according  to  Dove  Associates, 
Inc.,  are  estimated  at  $703. 

In  addition  to  incurring  expenses,  ATM  operators  also  receive  income  from  ATMs.  According  to  CoBA,  the  average  on- 
site  ATM  processes  between  6,000  and  6,500  transactions  a  month,  whereas  off-site  machines,  which  are  used  less 
frequently,  handle  approximately  3,000  monthly  transactions.  It  is  these  off-site  ATMs  which,  according  to  the  Consumer 
Bankers  Association  (CBA),  have  been  money  losers  for  banks.  However,  according  to  Dove  Associates,  Inc.,  the  fee 
income  potential  that  comes  with  surcharges  has  resulted  in  the  majority  of  growth  in  terminals  occurring  in  off-site 
ATMs,  a  majority  of  which  not  only  operate  as  cash  dispensers,  but  also  offer  a  capital  investment  that  is  significantly 
lower  than  full  function  ATMs. 

Assuming  that  at  least  half  the  transactions  -  that  is,  1,500  transactions  -  in  a  local  off-site  ATM  were  conducted  by  non- 
customers,  then  the  owner  of  that  machine  could  generate  at  least  $2,130  monthly  in  ATM  surcharges  (at  $1.42  per 
transaction).  Similarly,  that  consumer's  own  bank  would  pay  about  $900  per  month  in  Interchange  fees  (at  $0.60  per 
transaction),  and  about  $150  per  month  in  switch  fees  (at  $0.1  0  per  transaction).  The  consumer's  own  bank  could  also 
generate  $1,875  in  "foreign"  access  fees  (at  $1.25  per  transaction).  Without  knowing  the  percentage  of  non-customer 
transactions  that  occur  in  an  ATM,  it  would  be  difficult,  based  on  these  figures,  to  determine  whether  or  not  off-premise 
ATMs  are  money  losers,  as  some  in  the  financial  industry  have  suggested.  What  we  do  know  is  that,  based  on  the  1999 
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study  by  Dove  Associates,  Inc.,  the  increasing  competitiveness  in  the  ATM  industry  has  been  accompanied  b>  decreasing 
costs,  and  that  because  most  off-premise  ATMs  operate  as  cash  dispensers,  they  have  "a  capital  investment  i  thai  is) 
significantly  lower  than  full  function  machines." 

.    HAS  SURCHARGING  ALTERED  CUSTOMER  BEHAVIOR? 

According  to  CalPIRG,  a  majority  of  ATMs  in  California  now  impose  a  surcharge  on  non-customers,  and  these  fees  affect 
poor  families,  in  particular,  who  tend  to  make  smaller  withdrawals,  use  ATMs  more  frequently,  and  ultimately,  pay  more 
in  surcharges.  The  California  Bankers  Association  (CBA)  has  challenged  this  notion,  citing  instead  a  1997  Market  Facts. 
Inc.  survey  which,  they  state,  indicates  that  lower  income  ATM  users  are  not  overwhelmingly  impacted  by  ATM  fees. 
Financial  institutions  point  out  that,  according  to  Market  Facts,  Inc.,  6.3  percent  of  respondents  over  the  age  of  65  and 
14.3  percent  of  respondents  with  earnings  less  than  $15,000  reported  incurring  ATM  surcharges  in  the  past  60  days. 
Despite  these  figures,  senior  advocate  such  as  the  California  Legislative  Council  for  Older  Americans  (CLCOA),  have 
expressed  concern  over  the  adverse  impact  of  ATM  fees  on  low  income  seniors,  who  because  of  limited  mobility,  are 
often  restricted  to  using  the  nearest  available  ATMs  when  they  need  to  access  their  deposit  accounts.  CLOA  is  cone 
that  the  convenience  of  access  usually  comes  with  a  heavy  price  -  that  is,  ATM  -  which  must  be  paid  by  elderly 
consumers  with  limited  income. 

Even  as  the  financial  industry  continues  to  launch  more  ATMs,  industry  analysts  report  that  cardholder  usage  of  ATMs 
has  declined.  The  GAO  survey  indicates  that  between  1997  and  1998,  customer  withdrawal  transactions  conducted  on  the 
ATM  declined  by  15  percent,  as  non-customer  withdrawals  also  dropped  by  24  percent  during  the  same  period. 

The  Research  and  Market  Analysis  Group  (RMAG)  has  similarly  reported  a  decline  in  ATM  activity  noting  that  for  the 
first  time  since  the  introduction  of  ATMs,  interchange  transactions  by  non-customers  fell  in  1997  by  almost  10  percent. 
RMAG  suggests  that  customers  may  be  altering  their  behavior  to  avoid  surcharges  either  by  using  machines  that  do  not 
impose  surcharges  or  reducing  their  patronage  of  ATMs.  The  American  Bankers  Association  has  also  reported  from  its 
recent  survey  that  nearly  60  percent  of  consumers  have  stated  that  they  have  altered  their  ATM  usage  as  a  result  of 
surcharging,  with  only  28  percent  reporting  that  they  had  paid  an  ATM  surcharge  in  the  last  60  days. 

San  Francisco,  ATM  users  can  exercise  various  options  to  avoid  these  surcharges,  including  using  their  ATMs  at  the 
over  2,000  point-of-sale  (POS)  locations  found  in  the  City,  some  of  which  charge  nominal  or  no  fees.  Consumers  can 
also  switch  their  bank  accounts  to  bigger  banks,  such  as  Bank  of  America  and  Wells  Fargo,  which  operate  more  than  half 
the  ATMs  in  San  Francisco.  The  banking  industry  has  however,  argued  that  there  has  been  no  overwhelming  evidence  of 
customer  "flight"  to  institutions  that  offer  more  ATMs. 

6.   ARE  THERE  OTHER  LEGISLATIVE  ACTIONS  AIMED  AT  PROHIBITING  ATM  SURCHARGES? 
Financial  institutions  in  San  Francisco  have  been  deploying  more  ATMs  and  increasingly  charging  cardholders  for  using 
non-customer  ATMs.  Whereas  in  1996,  only  Bank  of  America  and  Wells  Fargo  imposed  surcharges,  the  OLA  survey 
indicates  that  approximately  58  percent  of  the  banks  reported  charging  either  "foreign"  fees  or  ATM  surcharges.  Sanwa 
Bank  has  stated  that  more  banks,  particularly  smaller  banks,  are  expected  to  begin  imposing  surcharges  as  a  means  of 
generating  income  and  staying  competitive  with  larger  banks.  This  means  that  ATM  users  in  San  Francisco  will  have 
fewer  choices  of  machines  that  do  not  assess  fees. 

While  San  Francisco  will  be  among  the  first  cities  to  consider  prohibiting  surcharges,  the  City  will  be  following  on  the 
heels  of  other  state  and  federal  legislative  measures.  According  to  LEGI-SLATE,  Inc.,  a  non-partisan  policywatch  group. 
19  states  have  considered  legislation  regulating  the  ATM  market  either  by  requiring  disclosure  of  fees  to  ATM  users  cr  by 
regulating  ATM  fees  (attached).  To  date,  in  the  States  of  Iowa  and  Nebraska,  ATM  fees  are  prohibited  either  by  State 
regulation  or  by  network  decision.  In  Arkansas,  Mississippi,  and  Wyoming  .state  legislation  has  "capped"  surcharges  |  see 
chart  above). 

In  California,  a  bill  sponsored  by  State  Assemblyman  Mike  Sweerey,  CA  AB  46,  called  for  a  statewide  ban  on  ATM 
fees.  This  legislation  has  since  died  at  committee.  Similarly,  at  the  federal  level,  Senator  D'Amato's  bill  -  the  Fair  ATM 
pees  for  Consumers  Act,  S885  -  banning  ATM  surcharges,  was  tabled  bv  the  U.S.  Senate  last  September, 
i 
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If  San  Francisco  passes  this  measure,  it  would  become  the  only  city  in  the  nation  to  have  passed  legislation  prohibiting 
ATM  surcharges.  CBA  has  challenged  the  City's  ability  to  pass  this  measure,  pointing  out  that  according  to  the  Office  of 
the  Comptroller  of  the  Currency  (OCC).  the  National  Bank  Act  enables  national  banks  to  impose  ATM  surcharges,  and 
that  this  federal  law  also  would  preempt  any  state  and  local  laws  aimed  at  prohibiting  these  banks  from  assessing 
surcharges.  In  contrast,  the  City  Attorney's  Office  has  stated  that  it  would  be  within  the  City's  authority  to  pass 
legislation  aimed  at  protecting  consumers  from  excessive  fees.  The  City  Attorney's  Office  had  also  stated  that  passage  of 
this  legislation  would  protect  non-customers  from  incurring  double  fees  if  they  use  other  institutions'  ATMs. 

7.    ARE  THERE  ANY  ALTERNATIVES  TO  ATM  SURCHARGING? 

For  both  cardholders  and  financial  institutions,  there  are  alternatives  to  charging  and  paying  ATM  fees.  As  indicated 
earlier,  customers  can  alter  their  behavior  in  terms  of  the  way  in  which  they  use  their  deposit  accounts.  Some  financial 
institutions  have  explored  ways  of  either  not  imposing  surcharges  and  fees  on  their  customers  or  reducing  them  for  users. 

a)  Options  for  Financial  Institutions 

•  Opting  not  to  assess  ATM  fees  -  The  foreign  fee  and  ATM  surcharge  assessed  on  a  customer  by  his  or  her 
bank  for  using  an  ATM  of  another  institution  are  both  optional  fees.  Some  banks  have  indeed  opted  to  absorb 
these  costs  in  order  to  provide  their  customers  the  convenience  of  gaining  access  to  ATMs  operated  by  other 
institutions. 

•  "No  Surcharge"  Alliances  -  Due  to  mounting  pressure  from  some  banks  that  do  not  want  to  assess 
surcharges,  ATM  networks  have  had  to  permit  "selective  surcharging."  This  means  that  surcharges  would 
apply  only  to  ATM  users  who  are  not  customers  of  banks  that  belong  to  those  alliances. 

Whereas  the  "No  Surcharge  Alliance"  has  collapsed  in  California,  in  other  states,  these  Alliances  have  been 
successful  in  forming  agreements  among  member  banks  not  to  impose  surcharge  one  another's  customers. 
For  example,  the  "Freedom  ATM  Alliance,"  comprising  19  members  with  177  ATMs  located  in  six  counties 
in  the  east  coast  and  the  midwest  began  prohibiting  surcharges  since  January  1999. 

•  Reducing  ATM  fees  -  Most  financial  industry  representatives  prefer  non-legislative  methods  to  address 
pricing  issues  in  the  private  sector,  including  regulations  on  ATM  surcharges.  The  Independent  Banker's 
Association  of  America  (IBAA)  and  America's  Community  Bankers  (ACB)  have  urged  Visa  and  Mastercard, 
parent  companies  to  the  Plus  and  Cirrus  ATM  network  system,  to  modify  their  rules  to  enable  ATM  owners 
to  collect  either  an  ATM  surcharge  or  interchange  fee.  but  not  both  on  the  same  transaction  as  is  currently  the 
case.  These  associations  also  proposed  that  Visa  and  Mastercard  grant  a  waiver  to  smaller  banking 
institutions  permitting  them  to  waive  or  reduce  surcharges  for  each  other's  customers.  Thus  far,  no  agreement 
has  been  reached  regarding  these  proposals. 

b)  Other  State  Actions  -  In  .Arkansas,  Mississippi  and  Wyoming,  legislation  has  been  adopted  to  cap  ATM 
surcharges.  Whereas  Arkansas  and  Mississippi  cap  their  surcharges  at  S2  per  transaction  or  to  a  percentage 
amount,  in  Wyoming,  ATM  fees  are  capped  at  $1  per  transaction. 

c)  Options  for  Customers 

In  today's  banking  environment,  customers  have  many  options  when  it  comes  to  handling  their  cash  and  banking 
transactions,  and  these  are  only  a  few  examp'es: 

(i)  Customers  who  conduct  ATM  transaction  from  their  own  banks  can  avoid  ATM  surcharges  and  foreign  fees 
charged  to  non-customers. 

(ii)  Customers  can  also  reduce  ATM  costs  by  using  ATMs  that  do  not  surcharge,  and  in  most  cases,  such  ATMs  will 
display  a  "No  Surcharge"  logo.  However,  if  that  customer's  bank  still  charges  a  foreign  fee  for  use  of  another 
institution's  ATM,  then  the  customer  would  still  be  liable  for  that  charge. 

(iii)  Point-of-sale  transactions  conducted  directly  at  a  merchant  location  with  an  ATM  card  also  provide  a  way  for 
customers  to  avoid  paying  surcharges.  Many  retailers  now  accept  purchases  conducted  with  ATM  cards. 
According  to  the  Independent  Bankers  Association  of  America  (IBAA),  the  cost  of  conducting  a  point-of-sale 
transaction  is  nothing  or  much  lower  than  that  from  ATM  fees. 
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(iv)  Customers  can  also  use  the  "cash  back"  feature  that  is  provided  by  many  store  owners  when  customers  use  their 
ATM  cards  or  personal  checks. 

(v)  Customers  can  also  make  fewer  visits  to  the  ATM  if  they  can  anticipate  and  plan  for  their  cash  needs. 

(vi)  Customers  can  also  take  advantage  of  institutions  that  allow  a  certain  number  of  free  ATM  transactions  before 
charging  cardholders  a  fee  for  using  their  ATMs. 

(vii)  Some  banks  still  permit  customers  to  interact  with  human  tellers  without  incurring  a  fee.  Most  community  banks 
offer  this  service. 


OPTIONS: 

1.  Adopt  this  legislation.  This  would  prohibit  financial  institutions  that  operate  ATMs  in  San  Francisco  from  imposing 
surcharges  on  non-customer  transactions. 

2.  Request  the  City  Attorney's  Office  to  review  the  feasibility  of  imposing  an  ATM  fee  cap,  as  is  currently  done  in  three 
states,  as  an  alternative  to  imposing  an  absolute  surcharge  prohibition. 

3.  Request  State  legislators  to  re-introduce  legislation  that  prohibits  or  "caps"  ATM  fees  so  that  all  banks  in  California 
adhere  to  the  same  requirements. 

4.  Work  with  consumer  groups  and  financial  institutions  to  develop  non-legislative  options,  including  the  setting  of 
ATM  surcharge  caps,  and  encouraging  banks  not  to  impose  surcharges  on  consumers  who  use  their  ATMs. 

5.  Do  not  approve  this  proposed  measure. 

Analysis  Prepared  By:  Clarice  Duma,  Legislative  Analyst  (tel.  415/554-7782) 
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Bank  of  America 

Bank  of  Canton  of  Calif. 

Bank  of  San  Francisco 

Bank  of  the  Orient 

Bank  of  the  West  1 

i           Bay  Area  Bank  j 

Bay  Media  FCU 

Bay  View  Bank 

Bethel  A.M.E.  San  Francisco 
FCU 

CSAA  Empl.  FCU 

California  B&T 

California  Federal  Bank,  FSB 

California  Pacific  Bank 

California  S&L 

California  State  Emp.  CU 

Chevron  FCU 

Citibank,  FSB 

Commercial  Bank  of  SF 

Del  Monte  S.F.  Hmpl.  FCU 
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Financial  Benefits  CI  I 

First  National  Bank  of  Nor 
Cal. 

l  ust  Republic  Bank 

I  lome  Savings  of  Amei  ica* 
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Switch 
Fee 
(per 
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N/A 

N/A 

N/A 

VAR. 

VAR. 
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N/A 

N/A 

N/A 

VAR. 

VAR. 

VAR. 

VAR. 

V/N 

VAR 

N/A 

< 
> 

N/A 

N/A 

N/A 

VAR. 

VAR. 

.12  (STAR) 

N/A 

N/A 

VAR. 
VAR 

Interchange 

Fee 

(per 
transaction) 

N/A 

N/A 

N/A 

VAR. 

VAR. 

$1.50 

N/A 

N/A 

N/A 

VAR. 

VAR. 

VAR. 

VAR. 
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Foreign  Fee  (assessed 
to  customers) 

N/A 

N/A 

1.50 

1.00  (first  15  trans. 
Free) 

1.50 

1.00 

(first  8  monthly  trans. 
Free) 

N/A 

V/N 

1.50 

(first  4  monthly  trans. 
Free) 

1.00 

(first  1 2  monthly  trans. 
Free) 

0-1.50 
(depends  on  acct.) 

- 

1.00 
(first  4  monthly 
transactions  free) 
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1.00 

(first  Smonthly 
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N/A 
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#  of  Branches 

SO 

Bank  Name 

Matson  Empl.  FCU 

McKesson  Empl.  FCU 

Millennium  Bank 

Mission  Area  FCU 

Mission  National  Bank 

National  American  Bank 

Northeast  Community  FCU 

Oceanic  Bank 

Pacific  Bank,  Nat'l  Assoc. 

Pacific  Service  FCU 

Patelco  Credit  Union 

Provident  Central  Credit 
Union 

Redwood  Bank 

Safe  America  FCU 

S.  F.  Bay  Area  Educators 
C.U 

San  Francisco  Fed.  CU 

San  Francisco  Firemen  CU 

San  Francisco  J.A.C.L. 
Credit  Union 

San  Francisco  MUNI  EFCU 

San  Francisco  Police  C.U. 

'  San  Francisco  Postal  Credit 
Union 

Sanwa  Bank  California 

Sequoia  National  Bank 

Sincere  FSB 

Spectrum  FCU 

00 
v. 
u. 

E 
f- 
4 
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Tokai  Bank  of  Calif. 
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Source:  The  California  Department  of  Financial  Institutions 

1996 
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Bank  Name 

  Great  Western  Bank,  FSB 

Home  Federal  S&L 

  Home  Savings  of  America,  FSB 

Imperial  Bank 

Imperial  Thrift  and  Loan  Assoc. 

International  Bank  of  Calif. 

Lippo  Bank 

Manufacturers  Bank 

Mellon  Bank,  FSB 

Metro  Commerce  Bank,  NA 

Metropolitan  Bank 

Millennium  Bank 

Mission  National  Bank 

National  American  Bank 

Northern  Trust  Bank  of  California  NA 

Oceanic  Bank 

Pacific  Bank,  Nat'l  Assoc. 

Pacific  Coast  Bankers'  Bank 

Pacific  Crest  Investment  and  Loan 

Pan  American  Bank,  FSB 

Redwood  Bank 

San  Francisco  Fed.  S&L 

San  Francisco  Thrift  &  Loan 

Sanwa  Bank  California 

Sequoia  National  Bank 

Sincere  FSB 

Sterling  Bank  &  Trust,  FSB 

Sumitomo  Bank  of  Calif. 

Tokai  Bank  of  Calif. 

Trans  Pacific  National  Bank 

U.S.  Tnist  Company.  NA 

Union  Bank  of  California 

United  Commercial  Bank 
(formerly,  United  SavingsBank,  FSB) 

Washington  Mutual  Rank,  FA 

Wells  Fargo  Bank 

Westmerica  Bank 

World  S&L  Assoc. 

World  Savings  Bank,  FSB 

1  TOTAL 
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ATM  Fee  State  Bill  Tracking 

AKHB311 

ATMs 

1/13/98 

Croft 

Relates  to  automated  teller  machines;  places 
restrictions  on  surcharges;  must  disclose  surcharge 
before  customer  withdrawals. 

Died  upon 
adjournment. 

AK  SB  212 

ATMs 

1/12/98 

Ellis 

Relates  to  automated  teller  machines.  Regulates 
fees  and  surcharge  disclosures;  ensures  that  there 
is  an  efficient  and  competitive  automated  teller 
machine  market;  defines  surcharges  and 
automated  teller  machines. 

Died  upon 
adjournment. 

CA  AB46 

ATMs 

12/2/96 

Sweeney 

Prohibits  ATM  surcharges. 

Dead  at  the  end  of 
session  on  9/30/98. 

CT  SB  234 

ATMs 

2/1 1/98 

Joint 
Banks 
Cmte 

Prohibits  fees  charged  for  the  use  of  automated 
teller  machines. 

Died  with  end  of 
session. 

GA  HB  630 

ATMs 

2/17/97 

Bames 

Relates  to  power  of  banks,  so  as  to  change  the 
provisions  relating  to  transaction  fees  charged  by 
operators  of  automatic  teller  machines. 

Signed  by  the 
Governor  on  4/14/97. 

KY  HB  600 

ATMs 

2/12/98 

Jenkins 

Prohibits  banks  fr:m  imposing  an  electronic 
terminal  surcharge;  creates  new  sections  of  KRS 
Chapter  289  to  define  terms  and  to  prohibit 
savings  and  loan  association  from  imposing  an 
electronic  terminal  surcharge;  creates  new  sections 
of  KRS  Chapter  290  to  define  terms;  prohibits 
credit  unions  from  imposing  an  electronic  terminal 
surcharee. 

Died  upon 
adjournment. 

Ma  SB  18 

ATMs 

1/1/97 

White,  et 
al 

Relates  to  charges  for  electronic  fund  transfers. 

In  House  Ways  and 
Means  Cmte. 
Technically  still 
active  during 
informaal  session, 
but  very  unlikely  to 
pass. 

M  HB  4893 

ATMs 

6/5/97 

Thomas, 
et  al 

Requires  fee  disclosure  of  other  financial 
institutions  for  automatic  teller  machines;  requires 
the  provider  to  notify'  the  consumer  prior  to  the 
completion  of  the  transaction,  and  to  give  tne 
consumer  an  opportunity  to  cancel  without 
incurring  a  fee  or  charge;  provides  a  misdemeanor 
violation  for  each  separate  violation. 

To  Senate  Financial 
Services  Cmte  on 
10/23/97. 

Nfl  HB  5501 

ATMs 

1/27/98 

Freeman, 
et  al 

Relates  to  financial  institutions,  including  banks; 
prohibits  certain  fee  for  automatic  teller  machines. 

Introduced  and  to 
House  Commerce 
cmte  on  !  2"  9S. 

m  SB  1292 

ATMs 

9/16/98 

Hart  and 
Cherry 

This  bill  would  prohibit  ATM  surcharges, 
convenience  fees;  and  requires  new  disclosures. 

Introduced  and 
Referred  to  Senate 
Financial  Services 
Cmte  on  9!6'93. 

MN  HB  2292 

_  > 

ATMs 

1/20/98 

Anderson 

Would  prohibit  ATM  surcharges.  Provides 
exemptions  for  small  banks. 

Passed  Senate 
Commerce  Cmte. 
Died  on  adjournment. 
Subject  of  interim 
hearings. 
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MN  SB  1983 

ATMs 

1/6/98 

Johnson 
Dave,  et  al 

Relates  to  financial  institutions:  limiting  fees 
charged  for  the  use  of  automated  teller  machines; 
amending  Minnesota  Statutes  1996,  sections 
47.61,  by  adding  a  subdivision;  and  47.64.  by 
adding  a  subdivision. 

Died  upon 
adjournment. 

NCS  SB  2728 

ATMs 

2/4/98 

Hottinger 

Relates  to  financial  institutions;  prohibits  a  certain 
type  of  fee  charged  for  the  use  of  automated  teller 
machines. 

Died  upon 
adjournment. 

MO  HB  924 

ATMs 

1/7/98 

McLuckie 

Prohibits  any  financial  institution  operating 
electronic  terminals  (ATMs)  from  charging  a  fee 
for  the  electronic  transfer  of  funds  unless  that 
financial  institution  holds  an  account  of  the  person 
initiating  the  transfer;  changes  the  organizational 
criteria  for  credit  unions. 

Amended  with  fee 
disclosure  language. 
Died  upon 
adjournment. 

NH  HB  1176 

ATMs 

1/7/98 

Pelletier, 
et  al 

Prohibits  the  owner  or  operator  of  any  electronic 
customer  service  terminal  located  in  this  state  from 
charging  a  fee  for  transactions  made  through  such 
terminal;  defines  "customer  serv  ice  terminal"  as 
any  terminal,  machine,  remote  service  unit  or 
point-of-sale  which  dispenses  cash  or  enables  a 
user  to  engage  in  electronic  financial  transactions. 

Failed  to  pass  House 
on  02/18/98 

NH  HB  1179 

ATMs 

12/10/97 

Fraser  et 
al 

Prohibits  a  financial  institution  from  assessing  a 
surcharge  on  a  consumer  conducting  a  transaction 
at  an  electronic  customer  serv  ice  terminal  if  the 
transaction  does  not  relate  to  or  affect  an  account 
held  with  financial  institution  bv  such  consumer. 

Failed  to  pass  House 

on  2/18/98. 

NH  HB  1348 

ATMs 

1/7/98 

Lynde,  et 
al 

Limits  the  fees  which  may  be  charged  by  owners 
and  operators  of  electronic  customer  serv  ice 
terminals. 

Failed  to  pass  House 
on  2/18/98. 

NH  HB  1540 

ATMs 

1/7/98 

Mirtelman 
,  et  al 

Permits  a  non-bank  to  establish  a  cash  dispensing 
machine,  upon  notice  and  payment  of  a  fee  to  the 
Bank  Commissioner  Requires  fee  disclosures. 

Signed  by  Governor 

on  6/26/98. 

NJ  AB  67 

ATMs 

1/13/98 

Jones  and 
Greenwal 
d 

Concerns  fees  charged  customers  for  certain 
consumer  banking  services. 

Introduced,  to 
Assembly  Cmte  on 
Banking  and 
Insurance  on  1/13/98. 

NJ  AB  508 

ATMs 

1/13/98 

Zecker 

This  bill  prohibits  the  imposition  of  a  fee  by  an 
owner  of  an  electronic  terminal  which  is  used  by 
the  consumer  to  initiate  and  complete  an  electronic 
fund  transfer  if  the  owner  of  the  electronic 
terminal  is  other  than  the  financial  institution 
holdine  the  consumer's  account. 

To  Assembly 
Financial  Institutions 
Cmte  or.  1/13/98. 

NJ  AB  1317 

ATMs 

1/13/98 

Heck 

Give  an  ATM  fee  regulatory  authority  to  either 
Consumer  Affairs  or  the  Banking  Dept 

Introduced,  to 
Assembly  Cmte  on 
Banking  and 
Insurance  on  1/ 13/98. 

i  NY  AB  406 

1 

ATMs 

1/7/98 

Greene 

Prohibits  an  owner  or  operator  of  an  automated 
teller  machine  from  charging  a  fee  to  users  unless 
users  are  notified  of  such  fees,  provided  with  an 
opportunity  to  cancel  such  transaction  and 

Recommitted  top 
Assembly  Banks 
Cmte  on  1/8/98. 

NY  AB  591 
|  NY  AB  592 

ATMs 

1/8/97 

Greene 

Authorizes  the  banking  board  to  set  by  regulation 
the  maximum  charge  that  may  be  imposed  for  the 
use  of  an  ATM. 

Recommitted  to 
Assembly  Banks 
Cmte  on  1/7/98. 

ATMs 

1/8/97 

Greene 

Prohibits  the  imposition  of  a  fee  for  the  use  of  an 

Passed  Assembly. 
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automated  teller  machine  by  a  banking  institution 
upon  a  non-customer  of  such  banking  institution; 
permits  banking  institutions  to  impose  a  fee  on 
customers  for  their  use  of  an  ATM  not  owned  or 
operated  by  such  banking  institution;  makes 
ATMs  owned  or  operated  by  entities  other  than 
banking  institutions  subject  to  the  same  safety 
provisions  as  those  of  banking  institution.  


referred  to  Senate 
Rules  Cmte  on 
6/16/98. 


Crowley 


Requires  automatic  teller  machines  to  disclose  Recommitted  to 

their  transaction  fees  in  writing  at  the  time  of  the  Banks  Cmte  on 
transaction.  1/16/98. 


Requires  all  automated  teller  machines  to  display  Recommitted  to 

the  cost  of  a  transaction  on  the  screen  pnor  to  Assembly  Banks 

processing  such  transaction  and  to  provide  the  Cmte  on  1/8/98. 
option  to  cancel  the  requested  transaction  after 
such  fee  is  displayed. 


Requires  notice  of  fees  charged  by  banks  for  the 
use  of  automated  teller  machines,  including 
additional  fees  charged  for  use  of  "foreign" 
ATMS. 


Referred  to  Banks 
Cmte  on  1/07/98. 


Assembly 

Rules 

Cmte 


Prohibits  the  imposition  of  fees  or  charges  for  Recommitted  to 

ATM  use  on  accounts  into  which  there  is  direct  Assembly  Committee 

deposit  cf  Social  Security,  Supplemental  Security  on  Banks  on  1/7/98. 
Income,  or  retirement  benefit  payments. 


Prohibits  certain  fees  relating  to  use  of  automatic  Held  in  Ways  and 

teller  machines  at  bank  facilities;  provides  for  Means  Cmte  for 

disclosure  concerning  those  fees;  requires  security  consideration  on 

devices  at  such  facilities  in  certain  cases.   6/16/98. 


1    aB  10026 


Denis,  et 
al 


Prohibits  certain  fees  relating  to  use  of  automatic  To  Assembly  Banks 

teller  machines  at  bank  facilities;  provides  for  Cmte  on  3/25/98. 
disclosure  concerning  those  fees;  requires  security 
devices  at  such  facilities  in  certain  cases. 


NT  SB  511  ATMs 


Santiago, 
et  al 


Requires  the  Superintendent  of  Banks  to  consider      Recommitted  to 
the  availability  and  geographic  distribution  and  the     Senate  Banks  Cmte 
hours  of  operation  in  approving  the  opening  of  on  1/" 

branch  offices  and  the  hours  of  availability  in 
approving  automated  teller  machines. 


Maltese, 
et  al 


Creates  the  "ATM  Use  Disclosure  Act  of  1997";       Recommitted  to 
gives  power  to  banking  boards  to  prescribe  basic        Senate  Banks  Cmte 
electronic  fund  transfer  services  fees;  requires  that     on  1  ' 
any  fees  associated  with  electronic  funds  transfers 
be  disclosed  to  the  consumer. 


Santiago, 
et  ai 


Prohibits  certain  fees  relating  to  use  of  automatic  Recommitted  to 

teller  machines  at  bank's  facilities;  provides  for  Senate  Banks  Cmte 

disclosure  concerning  those  fees;  requires  security  on  1/7/98. 
devices  at  such  facilities  in  certain  cases. 


NY  SB  4160 


Tully 


Prohibits  the  imposition  of  a  charge  for  the  use  of  Amended  and 

an  automated  teller  machine  when  customer  does  recommitted  to 

not  have  an  account  with  the  banking  institution  Senate  Banks  Cmte 

owning  or  operating  the  automated  teller  machine.  on  5  ', 
and  such  transaction  is  conducted  through  a 
regional  or  national  electronic  banking  network. 


Requires  all  automated  teller  machines  to  display  To  Senate  Banks 
the  cost  of  a  transaction  on  the  screen  prior  to  Cmte  on  4/4/97. 

processing  such  transaction  and  to  provide  the 


NY  SB  4162 


Tully 
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option  to  cancel  the  requested  transaction  after 
such  fee  is  displayed. 

NY  SB  4163 

ATMs  -' 

4/4/97 

Tully 

Relates  to  ATM  fees. 

Referred  to  Senate 
Banks  Cmte  on 

4/4/97. 

NY  SB  4164 

ATMs 

4/4/97 

Tully 

Relates  to  ATM  fees. 

Referred  to  Senate 
Banks  Cmte  on 

4/4/97. 

NY  SB  4247 

ATMs 

4/8/97 

Farly 

Prohibits  an  owner  or  operator  of  an  automated 
teller  machine  from  charging  a  fee  to  users  unless 
users  are  notified  of  such  fees,  provided  with  an 
opportunity  to  cancel  such  transaction  and 
provided  with  a  receipt  listing  such  fees. 

Recommitted  to 
Senate  Banks  Cmte 
on  1/8/98. 

N  Y  SB  5041 

ATMs 

4/16/97 

Harmon 

Prohibits  serv  ice  charges  for  ATM  machines. 

Referred  to  Senate 
Banks  on  1/7/98. 

NY  SB  5047 

ATMs 

4/16/97 

Hannon 

Prohibits  any  financial  institution  from  imposing 
any  fee  for  the  use  of  an  automated  teller  machine 
or  point-of-sale  terminal. 

Signed  by  the 
Governor  on  9/17/98, 
Chapter  604. 

OH  HB347 

ATMs 

3/20/97 

Mottl 

Requires  financial  institutions  to  charge  customers 
reasonable  transaction  fees  for  transactions 
conducted  on  automated  teller  machines;  requires 
the  Superintendent  of  Financial  Institutions  to 
adopt  rules  to  administer  the  act. 

Referred  to  House 
Financial  Institutions 
cmte  on  4/7/97. 

OH  SB  147 

ATMs 

7/1/97 

Hagan 

Prohioits  financial  institutions  from  charging 
customers  transaction  fees  for  transactions 
conducted  on  an  automated  teiler  machine  and 
requires  the  Superintendent  of  Financial 
Institutions  to  adopt  rules  to  administer  the  act. 

To  Senate  Finance 
and  Financial 
Institutions  Cmte  on 

7/2/97. 

PA  HB  131 

ATMs 

1/28/97 

Youngblo 
od 

Requires  certain  financial  institutions  to  post 
transaction  fees  for  each  automated  teller  machine 
transaction.  Restricts  transaction  fees  for 
automated  teller  machines.  Authorizes  a  study  by 
the  Secretary  of  Banking  to  study  the  impact  of 
such  fees  on  financial  institutions  and  customers. 

To  House  Commerce 
and  Economic 
Development  Cmte 

on  1/29/97. 

PA  HB  640 

ATMs 

2/25/97 

Blaum 

Prohibits  certain  banks,  savings  and  loan 
associations  and  credit  unions  from  charging 
transaction  fees  for  automated  teller  machines 

To  House  Commerce  ' 
and  Economic 
Development  Cmte 
on  2/26/97. 

PA  HB  1264 

ATMs 

4/9/97 

McGill 

Restricts  transaction  fees  for  automated  teller 
machines. 

To  House  Commerce 
and  Economic 
Development  Cmte 
on  4/9/97. 

PA  HB  1890 

ATMs 

10/7/97 

McGill 

Prohibits  certain  electronic  terminal  surcharges. 
Provides  for  definitions  and  for  enforcement. 

To  House  Commerce 
and  Economic 
Development  Cmte 
on  10/8/97. 

PA  HB  2002 

ATMs 

11/25/97 

Colafclla 

Amends  "An  act  to  facilitate  the  use  of  electronic 
funds  transfer  systems  by  providing  that  credits  to 
account  in  financial  institutions  designated  by 
recipients  shall  satisfy  legal  requirements  for 
payments  by  cash  cr  checks."  Provides  for 
disclosure  of  automated  teller  machine  surcharges. 

To  House  Commerce 
and  Economic 
Development  Cmte 

on  1 1/25/97. 

P  A  SB  21 

ATMs 

1/15/97 

Bodack 

Prohibits  certain  electronic  terminal  surcharges. 

To  Senate  Banking 
and  Insurance  Cmte 
on  1/15/97. 
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PA  SB  1157 

ATMs 

2/12/98 

Tate 

Provides  for  a  ban,  cap  or  disclosure  of  ATM 
surcharges. 

To  Senate  Rules  and 
Nominations  Cmte 
on  10. 6/98. 

ki  HB  5434 

ATMs 

1/21/98 

Montanar 

0 

Relates  to  fees  for  the  use  of  ATMs. 

Signed  by  the 
Governor  on  7/2/98. 

RI  SB  2051 

ATMs 

1/8/98 

McDonald 

Prohibits  financial  institutions  from  charging  a 
surcharge  to  any  person  using  an  automatic  teller 
machine. 

Dead  at  the  end  of 
session,  no  carryover, 
on  7/14/98. 

TNHB3318 

ATMs 

2/5/98 

Jackson, 
et  al 

Prohibits  financial  institutions  from  assessing 
ATM  usage  fees  against  its  customers;  limits  fee 
to  SI  per  transaction  for  non-customers. 

Died  upon 
adjournment. 

TN  SB  2961 

ATMs 

1/23/98 

Gilbert 

Prohibits  financial  institutions  from  assessing 
ATM  usage  fee  against  its  customers;  limits  fee  to 
SI  per  transaction  for  non-customers. 

Died  upon 
adjournment. 

VT  HB  600 

ATMs 

1/12/98 

Keenan 

Relates  to  Automated  Teller  Machine  disclosures 
and  mortgage  lending;  owner  of  ATM  must 
disclose  at  the  location  of  each  such  machine  the 
identity,  address  and  telephone  number  of  the 
owner  and  the  availability  of  consumer  assistance. 
The  owner  shall  also  disclose  to  the  consumer  the 
amount  of  the  fees  or  charges  which  the  owner 
will  assess  to  the  consumer  for  the  use  of  that 
machine.  Every  licensee  engaging  in  the  making 
of  loans  secured  by  a  lien  against  real 
estate  located  in  this  state,  shall  comply  with  the 
genera!  provisions  of  this  chapter  and  chapter  4  of 
title  9  unless  exempted  herein. 

Signed  by  Governor 
4/16/98. 

WI  AB  894 

ATMs 

3/1 1/98 

Notestein 

Relates  to:  bank  charges  for  transactions  at 
automated  teller  machines.  Prohibits  a  financial 
institution  that  is  an  owner  or  operator  of  an  ATM 
from  charging  a  person  a  fee  for  a  transaction 
using  that  ATM,  unless  the  transaction  relates  to 
or  affects  an  account  held  by  that  person  with  that 
financial  institution. 

Failed  to  pass 
pursuant  to  Senate 
Joint  Resolution  I  on 

4/2/98. 

WV  HB  4638 

ATMs 

2/27/98 

Staton 

Relates  to  the  installation  and  operation  of 
customer  bank  communication  terminals; 
requiring  the  notification  of  certain  fees  and  the 
opportunity  to  cancel  a  transaction  before 
incurring  those  fees;  limiting  certain  fees;  and 
prohibiting  surcharges.  Limits  ATM  transaction 
fees  charged  by  banking  institutions  to  one  dollar 
per  transaction  and  to  prohibit  banking  institutions 
from  imposing  surcharges  on  non-customers  for 

banking  institutions  which  impose  transaction  fees 
to  warn  their  customers  using  their  ATMs  that  a 
fee  will  be  imposed  and  to  permit  them  to  cancel  a 
transaction  before  they  incur  a  transaction  fee. 

To  House  Committee 
on  Banking  and 
Insurance  on  2/27/98. 
Died  in  Cmte. 

V 

i  a; 
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Introduction: 

The  proliferation  of  traditional  ATMs  and  nonbank  cash-machines  has  triggered  heated 
debate  over  additional  fees  assessed  to  non-customer  users,  commonly  known  as  surcharges. 
After  Visa's  Plus  network  and  Mastercard's  Cirrus  system  ended  their  prohibition  on 
surcharges,  the  profit  potential  of  ATMs  became  evident  and  vast  networks  have  emerged, 
many  that  levy  surcharges.  Many  federal  and  state  lawmakers  have  reacted  negatively  to 
what  they  see  as  excessive  profit-taking  by  banks.  The  result:  a  swirl  of  legislative  activity 
aimed  directly  at  these  new  fees. 


Many  bankers  say  market  principles  should  dictate  ATM  fees  -  not  the  government  -  and 
argue  that  consumers  can  avoid  surcharges  by  using  their  own  financial  institution  or 
choosing  a  provider  who  does  not  surcharge.  They  point  out  one  of  the  benefits:  surcharges 
make  low-traffic  ATMs  profitable  and  encourage  deployment  in  remote  and  rural  locations, 
resulting  in  more  convenience  to  consumers.  Othe-s  counter  that  surcharges  take  depositors 
from  other  financial  institutions.  Because  small  banks  and  credit  unions  cannot  deploy 
ATMs  over  large  geographic  areas,  customers  will  take  their  business  to  those  that  can.  In 
addition,  many  consumer  advocates  point  out  that  banks  receive  a  foreign  transaction  fee,  as 
well  as  most  charge  their  own  customers  for  using  another  bank's  ATM,  and  conclude  that 
surcharges  are  just  plain  greedy. 

Three  states  have  limits  on  surcharges  and  in  three  other  states,  surcharges  are  prohibited. 
Despite  numerous  attempts  since  the  beginning  of  1997,  no  state  legislature  has  enacted  a 
ban  or  a  cap  on  ATM  fees  or  surcharges.  However,  many  have  passed  laws  requiring  ATM 
operators  to  disclose  their  fees  and  allow  customers  to  cancel  their  transaction  to  avoid 
paying  an  extra  charge.  What  follows  is  an  up-to-date  snapshot  of  current  regulation  at  the 
state  level  that  would  ban  or  place  restrictions  on  ATM  fees. 


[state 

1 

I 

Current 
Legal/Market 
Environment  1 

Most  Recent  Legislation  2 

Legislative 
Outlook  3 

1 

Aiaframa  ' 

.lla#'al!oAvV 
surcharges. 

SB356  by  Sen.  Escort-Russell  (D) 
to  cap  surcharges  at  50-cents  died 
in  committee. 

Session  adjourned. 

Alaska 

Law  allows 
surcharges. 

SB  212  by  Sen.  Ellis  (D)  and  HB 
31 1  by  Rep.  Croft  (D)  to  prohibit 
surcharges  unless  ATM  is  attached 
to  a  bank  office  died  in  committee. 

Session  adjourned. 

Arkansas 

$2  or  2%  cap, 
whichever  is  higher. 

No  1998  session. 

Arizona 

Law  allows 
surcharges. 

No  1998  legislation.  Surcharge  ban 
defeated  in  1997. 

Session  adjourned. 

California 

Law  allows 
surcharges. 

AB  46  by  Assemb.  Sweeney  (D)  to 
ban  ATM  c,ircharges  died  in 
committee  (1/98). 

Dead. 

Colorado 

Law  allows 
surcharges. 

No  1998  legislation  introduced. 

Session  adjourned. 

Connecticut 

Surcharges 
prohibited  by 
regulation  - 
currently  the  subject 
of  federal  litigation. 

SB  234  by  Sen.  John  Fonfara  (D) 
to  prohibit  ATM  surcharges 
defeated  on  Senate  floor. 

Session  adjourned. 

Delaware 

Law  allows 
surcharges. 

No  1998  legislation  introduced. 

Florida 

Law  allows 
surcharges. 

No  1998  legislation. 

Session  adjourned. 

Georgia 

Law  allows 
surcharges. 

No  1998  legislation.  A  199"?  law 
passed  to  allow  reciprocal 
agreements  between  financial 
institutions  not  to  surcharge  each 
others'  customers. 

Session  adjourned. 

Hawaii 

Law  allows 
surcharges. 

No  1998  legislation. 

Session  adjourned. 

Idaho 

Law  allows 
surcharges. 

No  1998  legislation. 

Session  adjourned. 

Illinois 

■ 

Law  allows 
surcharges. 

No  1998  legislation.  Legislation  to  | 
cap  and  ban  ATM  fees  defeated  in 
1997. 

Indiana 

Law  allows 
surcharge 

No  1 998  legislation. 

Session  adjourned. 

Iowa 

Surcharges 
prohibited  by 
regulation  based  on 
current  statute. 

|  No  1998  legislation. 

Session  adjourned. 

Kansas 

Law  allows 
surcharge 

HB  2809  by  Rep.  Kuether  (D)  to 
cap  surcharges  defeated  in 
committee. 

Session  adjourned. 

Kentucky 

Law  allows 
surcharges 

HB  600  by  Rep.  Jenkins  (D)  to 
prohibit  ATM  surcharges  died  in 
committee. 

Session  adjourned. 

Louisiana 

Law  allows 
surcharges 

ino  lyyo  legislation. 

Maine 

  ... 

First  state  to  pass 
legislation  allowing 
surcharges  (1990). 

No  1998  legislation. 

Session  adjourned. 

Maryland 

Law  allows 
surcharges. 

HB  915  by  Del.  Brian  Moe  (D)  to 
ban  ATM  surcharges  died  in 
committee. 

Session  adjourned. 

Massachusetts 

Law  allows 
surcharges. 

SB  18  by  Sen.  White  (D-ret.)  to  ban 
surcharges  passed  the  Senate  in 
1997.  Bill  still  pending  in  the 
House.  Amendment  to  cap 
surcharges  at  S 1  has  been 
proposed. 

Outright  ban 
unlikely. 

Michigan  : 

Lav/  allows 
surcharges. 

HB  5501  by  Rep.  Freeman  (D)  to 
ban  ATM  surcharges.  Bill  in 
committee.  Field  hearings  across 
the  state  will  begin  in  June  on 
ATN'l  fees  and  other  banking 
issues. 

Modest  in  House: 
not  favorable  in 
Senate. 

Minnesota 

Lav/  allows 
surcharges. 

SF  2728  by  Sen.  John  Hottinger 
(D)  defeated  in  Senate  Committee. 
HF  2292  by  Rep.  Anderson  (D)  to 
ban  ATM  surcharges,  with 
exempt  on  for  small  banks, 
pending  on  House  floor  when 
session  adjourned. 

Session  adjourned. 

Mississippi 

Cap  S2  or  4%, 

1 

No  1998  legislation.                     |  Session  adjourned. 

whichever  is  lower. 

Missouri 

-  Law  allows 
surcharges. 

HB924  by  Rep.  McLuckie  (D)  to 
prohibit  ATM  surcharges 
substituted  with  fee  disclosure 
language  died  upon  adjournment. 

Session  adjourned. 

Montana 

Law  allows 
surcharges. 

No  session  in  1998. 

Nebraska 

Surcharges 
prohibited  by 
network  decision. 

No  1998  legislation. 

Session  adjourned. 

Nevada 

Law  allows 
surcharges. 

No  session  in  1998. 

New 

Hampshire 

Law  allows 
surcharges. 

Legislation  defeated  in  the  House. 
HB  1 1 76  by  Rep.  Pelletier  (D)  to 
ban  all  ATM  fees.  HB  1348  by 
Rep.  Lynde  (D)  to  cap  ATM 
surcharges  at  25-cents  or  1%  and 
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prohibit  fees  on  non-customers. 

Defeated  and  not 
likely  to  return. 

New  Jersey 

Law  allows 
surcharges. 

A  67  by  Assemb.  Jones  and  A  1 3 1  7 
by  Assemb.  Heck  (R)to  allow 
regulators  to  determine  fees  for 
ATM  services.  A  508  by  Assemb. 
Zecker  (R)  to  ban  ATNi  surcharges. 
Bills  in  committee. 

Not  favorable. 

New  Mexico 

Law  allows 
surcharge. 

iNo  iwo  lev.  .  lauon. 

Session  adjourned. 

New  York 

Law  allows 
surcharges. 

A  592  by  Assemb.  Greene  (Dj  to 
allow  bank  regulators  to  set  ATM 
fees.  A  8399  by  Assemb.  Carrozza 
(D)  to  ban  ATM  fees  for  accessing 
the  social  security,  SSI,  or  other 
retirement  benefits.  All  bills  in 
committee. 

Total  ban  unlikely, 
although 
Assembly  may 
pass  A  592  this 
year. 

North 
Carolina 

Law  allows 
surcharges. 

No  1998  legislation.  HB  916/SB 
808  to  ban  ATM  surcharges  earned 
over. 

Dead. 

Law  allows 
surcharges. 

1  Ohio 

Law  allows 
surcharges. 

1 

SB  147  by  Sen.  Hagan  (D)  and  HB     Not  favorable. 
347  by  Rep.  Mottl  (D)  to  ban  ATM  | 
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surcharges.  Bills  in  committee. 

Oklahoma 

-  Law  allows 
surcharges. 

KB  2087  by  Rep.  Weaver  (D),  a 
carry-over  from  1997,  died  in 
committee. 

Dead. 

Oregon 

Law  allows 
surcharges. 

No  session  in  1998.  Legislation  to 
ban  ATM  surcharges  died  in 
committee  in  1997. 

Pennsylvania 

Law  allows 
surcharges. 

Various  legislation  to  cap  or 
prohibit  ATM  fees:  SB21  by  Sen. 
Bodak(D),  HB  131  by  Rep. 
Youngblood  (D),  HB  640  by  Rep. 
Blaum  (D);  HB  1264  &  HB  1890 
by  Rep.  McGill  (R);  and  numerous 
House  floor  amendments  by  Rep. 
George  (D). 

Fair  in  House,  not 
favorable  in 
Senate. 

Rhode  Island 

Law  allows 
surcharges. 

S  2051  by  Sen.  Patrick  McDonald 
(D)  to  ban  ATM  surcharges  held 
over  for  further  study.  House 
companion  is  H  7747  by  Rep. 
Donald  Reilly  (D). 

Not  favorable. 

South  j 
Carolina 

Law  allows 
surcharges. 

No  1998  legislation. 

South  Dakota 

Law  allows 
surcharges. 

No  1998  legislation. 

Session  adjourned. 

Tennessee  ! 

Law  allows 
surcharges. 

Two  bills  by  Sen.  Gilbert  (D):  SB 
2961  to  cap  surcharges  at  SI  and 
SB  2994  to  ban  surcharges  died  in 
committee. 

Session  adjourned. 

Texas 

Law  allows 
surcharges. 

No  session  in  1998.  Legislation  in 
1997  to  ban  surcharges  passed  the 
House  and  was  defeated  in  the 
Senate. 

Utah 

Law  allows 
surcharges. 

No  1998  legislation. 

Session  adjourned. 

Vermont 

Law  allows 
surcharges. 

H  600  to  require  disclosure  of 
ATM  fees  in  committee. 
Amendment  to  cap  ATM  fees 
failed  in  committee. 

Session  adjourned. 

Virginia 

Law  allows 
surcharges. 

iNo  lyyo  legislation. 

1 

Session  adjourned. 

Washington 

Law  allows 
surcharge. 

No  1998  legislation.  Two-year 
moratorium  on  ATM  surcharges 
passed  the  Senate  and  defeated  in 
the  House  in  1997. 

Session  adjourned. 

Law  allows 
surcharge. 

No  1998  legislation. 

Wisconsin 

Law  allows 
surcharge. 

AB  781  by  Rep.  John  Lehman  (R) 
to  prohibit  discriminatory  ATM 
fees,  i.e.,  charging  non-customers 

committee. 

Session 

adjourned./FONT> 

Wyoming 

Surcharges  capped 
atSl. 

No  1998  legislation. 

Session  adjourned. 

1.  No  distinction  is  made  between  laws  that  explicitly  allow  surcharges  from  those  that  are  "silent." 

2.  Does  not  include  comprehensive  list  of  legislation  only  requiring  the  disclosure  of  ATM  fees  and 
surcharges. 

3.  Outlook  only  available  for  existing  legislation. 

State  Capital  Strategies,  Inc.  is  a  non-partisan  research  and  reporting  service  that  provides 
proprietary  weekly  issue  analysis  prepared  by  staff  analysts  and  on-site  experts  in  every  state 
capital.  SCS  monitors  legislation  in  all  50  stales  and  provides  an  Internet  product,  updated 
daily,  that  allows  full  text  searches  for  specific  legislation  as  well  as  projections  of  future 
legislative  trends.  SCS  is  a  subsidiary  of  LEGISLATE,  Inc.,  an  online  pioneer  since  197S 
that  has  set  the  standard  for  providing  reliable  access  to  comprehensive  and  timely  federal 
legislative  and  regulatory  information. 
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EXECUTIVE  SUMMARY 
'       „  „    •      p-         it  i  DOCUMENTS  DEPT. 

Committee  Hearing:    Finance  and  Labor  ^^^^ 
File  Number:  981935  Parking  Facility  Leases  and  Management  Agreements 

Origin:  Supervisor  Newsom  FEB  2  2  1999 

Hearing  Date:  February  24,  1999 

SAN  FRANCISCO 
PUBLIC  LIBRARY 

Introduction/Background: 

The  proposed  ordinance  amends  the  San  Francisco  Administrative  Code  to  require  the  Board  of  Supervisors  ("the  Boai 
to  award  leases  and  management  agreements  for  parking  facilities  by  resolution,  without  first  having  to  appro\  e  parking 
facility  bid  documents  by  ordinance.  The  responsibility  for  approving  parking  facility  bid  documents  would  rest  with 
either  the  Parking  and  Traffic  Commission  or  the  Parking  Authority  for  their  respective  garages.  According  to  staff  at  the 
Department  of  Parking  and  Traffic  (DPT)  and  the  Department  of  Real  Estate  (DRE),  the  subject  proposal  would  reduce  the 
timeframe  for  the  bid  process  from  six  months  to  approximately  four  and-a-half  months. 


1 .  Approve  the  proposed  ordinance. 

2.  Amend  the  ordinance  in  the  following  manner: 

a)  Request  the  Director  of  Property  to  submit  bid  documents  to  the  Board  for  informational  purposes  only  prior  to 
consideration  of  those  documents  by  the  Commission.  Such  action  would  enable  the  Board  to  review  bid 
documents  and  direct  comments  to  DPT  and  DRE  staff  or  to  the  Commission. 

b)  Authorize  the  Board  to  approve  bid  documents  by  resolution,  and  not  by  ordinance.  This  would  enable  the  Board 
to  have  a  continuing  role  in  approving  bid  documents,  but  not  reduce  approval  timeframes  significantly. 

c)  Since  the  proposed  measure  would  not  significantly  increase  the  number  of  parking  facility  contracts  processed  iy. 
DPT  and  DRE  on  an  annual  basis,  staff  should  also  consider  conducting  a  full  assessment  of  current  practices  to 
determine  other  ways  of  further  improving  the  bid  process. 


3.  Do  not  approve  the  proposed  ordinance. 


Policy  Issues: 

1.   Streamlining  the  bid  process 

DPT  and  DRE  state  thai  the  current  bid  process  is  time-consuming,  excessively  bureaucratic,  and  redundant.  They 
have  proposed  streamlining  this  process  by  eliminating  the  Board's  approval  of  bid  documents  by  ordinance,  a  legislative 
process  that  takes  approximately  42  days  to  complete.  However,  the  Parking  and  Traffic  Commission  or  the  Parking 
Authority  Commission  would  still  be  required  to  approve  bid  documents  for  parking  facilities  located  in  their  respective 
jurisdictions.  DPT  and  DRE  staff  point  out  that  the  proposed  bid  process  would  still  retain  existing  checks  and  balances 
because  Board  action  would  be  required  as  a  final  step  to  contract  approval.  Additionally,  staff  would  continue  to  process 
all  parking  facility  bids  according  to  standard  procedures  in  the  City's  boilerplates. 

The  proposed  amendment  would  alter  the  current  process  by  which  parking  facility  bid  documents  in  DPT's  and  the 
Parking  Authority's  jurisdictions  are  approved.  Currently,  the  Board  must  first  review  and  approve  bid  documents  by 
ordinance  prior  to  approving  parking  facility  contracts  by  resolution.  The  proposed  measure  would  eliminate  Board 
approval  of  bid  documents.  The  Board's  role  would  be  limited  to  approving  parking  facility  contracts  by  resolution  at  the 
final  stage  of  the  bid  process. 
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According  to  the  City  Attorney's  Office  the  proposed  action  -  that  is,  the  Board's  approval  of  DPT  and  Parking 
Authority  parking  facility  contracts  by  resolution  only-  would  in  fact,  be  consistent  with  the  manner  in  which  other  Cit 
leases  of  real  property  are  currently  approved  by  the  Board  -  by  resolution  only,  pursuant  to  provisions  in  Section  9.1 18 
the  City  Charter.  Those  City  leases,  according  to  the  City  Attorney's  Office,  do  not  require  prior  Board  action  before 
approval.  Therefore,  if  this  measure  is  passed,  the  proposed  contract  approval  process  for  DPT  and  Parking  Authority 
parking  facilities  would,  in  fact,  mirror  procedures  followed  by  the  Board  in  approving  the  City's  leases  of  real  propert) 

The  City  Attorney's  Office  has  also  indicated  that  contracts  for  the  Parking  Authority's  parking  facilities  could  also 
awarded  without  Board  approval,  according  to  provisions  in  the  City's  Administrative  Code  (Section  1 7. 1 8).  This  secti< 
enables  the  Parking  Authority  to  award  contracts  for  its  parking  facilities  without  requiring  Board  approval.  Despite  the 
existence  of  this  provision,  the  Board  has  been  approving  bid  documents  and  contracts  for  Parking  Authority  parking 
facilities  -  a  long-standing  practice  that  was  established  to  maintain  a  system  of  checks  and  balances  in  the  bid  process. 

2.    Preserving  checks  and  balances  in  the  bid  process 

DPT  and  DRE  state  that  the  proposed  measure  would  not  compromise  currently  existing  checks  and  balances  in  the 
bid  process  because  the  Board  would  still  be  able  to  approve  parking  facility  contracts  at  the  final  stage  of  the  bid  procej 
This  means  that  if  the  Board  were  to  propose  changes  at  the  final  stage,  the  award  of  contracts  could  be  delayed.  As  a 
mitigation  against  potential  delays,  staff  at  DPT  and  DRE  have  suggested  forwarding  bid  documents  to  tne  Board  to 
review  for  informational  purposes  only.  However,  the  Board  would  need  to  review  bid  documents  prior  to  those 
documents  being  forwarded  to  the  Parking  and  Traffic  Commission  or  the  Parking  Authority  Commission  for 
consideration  to  enable  DPT  and  DRE  staff  to  respond  to  any  comments  from  the  Board. 

Alternatively,  the  Board's  role  in  approving  bid  documents  could  be  maintained  by  requiring  the  Board  to  approve  b 
documents  by  resolution  (  a  35-day  legislative  process),  rather  than  by  ordinance  (a  42-day  legislative  process).  While 
such  action  would  enable  the  Board  to  have  a  continuing  role  in  approving  bid  documents,  it  would  not  reduce  approval 
timeframes  significantly  since  the  time  savings  would  only  be  seven  days. 
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LEGISLATIVE  ANALYSIS: 
Parking  Facility  Leases  and  Management  Agreements  (File  981935) 


Summary  of  Proposed  Action; 

The  proposed  ordinance  amends  the  San  Francisco  Administrative  Code  (Chapter  17,  Article  II,  Part  I,  Section  17.11)  to 
require  the  Board  of  Supervisors  ("the  Board")  to  award  leases  and  management  agreements  for  parking  facilities  by 
resolution.  All  leases  and  management  agreements  for  parking  facilities  would  be  awarded  through  a  competitive  process 
developed  and  implemented  by  the  Director  of  Property  and  the  Department  of  Parking  and  Traffic.  A  competing  e 
process  shall  not  be  required  when  it  is  determined  by  the  Parking  and  Traffic  Commission  that  such  a  process  would  be 
impractical  or  impossible,  and  would  not  serve  the  best  interest  of  the  public.  Further,  all  leases  and  management 
agreements  shall  be  presented  to  the  Board  for  approval  in  substantially  final  form  and  would  contain  provisions  that 
assure  that  use  of  the  facility  will  be  in  the  public  interest. 

CURRENT  LAW: 

The  San  Francisco  Administrative  Code  (Chapter  1 7,  Article  II  of  Part  I,  Section  17.11) 

Current  law  in  the  Administrative  Code  requires  the  Parking  and  Traffic  Commission  to  submit  all  parking  facility  leases 
and  agreements  together  with  invitations  for  bids  to  the  Board  of  Supervisors  for  approval.  Acting  by  ordinance,  the 
Board  is  authorized  to  approve  or  disapprove  bid  documents  as  submitted  or  approve  them  with  revisions.  Further,  the 
Board  is  authorized  to  direct  the  Director  of  Property,  by  ordinance,  to  advertise  an  invitation  for  bids  for  the  leasing  or  th 
operation  of  the  parking  facility.  Within  30  days  of  opening  the  bid,  the  Director  of  Property  and  the  Parking  and  Traffic 
Commission  shall  recommend  to  the  Board  the  acceptance  of  the  highest  and  responsive  bid  for  a  lease  or  acceptance  of 
the  lowest  responsive  and  responsible  bid  for  an  operating  agreement,  or  reject  all  submitted  bids.  The  Board  shall  also  ac 
by  resolution  to  award  or  reject  the  recommended  lease  or  operating  agreement.  This  section  also  permits  the  award  of  a 
lease  or  management  agreement  for  a  parking  facility  to  a  non-profit  association  or  corporation,  by  Board  ordinance, 
without  advertising  for  bids. 

The  Administrative  Code  also  authorizes  the  Board  to  approve  the  terms  and  conditions  that  facilitate  the  financing  of  a 
parking  facility.  Bid  documents  submitted  for  Board  approval  must  also  contain  provisions  that  ensure  that  use  of  the 
parking  facility  shall  be  in  the  public  interest,  as  well  as  establish  the  public  uses  and  purposes  permissible  in  that  parking 
facility.  Further,  leases  or  management  agreements  shall  be  subject  to  modification  of  the  terms  in  accordance  \\  ith 
provisions  contained  in  this  chapter. 

The  San  Francisco  Charter  (Section  9.118) 

Provisions  in  the  City  Charter  state  that  City  and  County  contracts  with  anticipated  revenue  of  one  million  dollars  or  more 
and  entered  into  by  a  department,  board  or  Commission,  shall  require  the  approval  of  the  Board  of  Superv  isors  b\ 
resolution.  Any  other  contracts  with  terms  over  ten  years,  or  that  would  cost  the  City  and  County  ten  million  dol  lars,  or 
which  when  modified  will  cost  the  City  and  County  more  than  $500,000,  will  also  require  Board  approval  by  resolution. 
The  Board  shall  also  be  required  to  approve,  by  resolution,  any  sale  or  transfer  of  City-owned  reai  property,  and  an> 
modification,  amendment,  termination  of  any  lease  of  real  property  with  terms  of  ten  years  or  more,  including  options  to 
renew  that  are  expected  to  generate  revenue  of  one  million  dollars  or  more. 

Current  Bid  Process  vs.  Proposed  Action: 

The  proposed  measure  seeks  to  eliminate  steps  in  the  bid  process  which  City  staff  believe  contribute  to  delays  in  aw  arding 
parking  facility  contracts,  and  which  do  not  apply  to  leases  and  agreements  entered  into  by  other  City  departments  and 
Commissions.  As  outlined  below,  the  current  bid  process  for  the  City's  parking  facilities  takes  approximately  six  months 
to  complete.  This  process  involves  the  review  of  bid  documents  and  the  award  of  lease  and  management  agreements  by 
the  Parking  and  Traffic  Commission,  the  Parking  Authority  Commission,  and  the  Board.  As  proposed,  the  bid  process 
would  be  streamlined  as  follows: 
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Comparison  of  the  Existing  Bid  Process  and  the  Proposed  Bid  Process 


Existing  Bid  Structure 

Time  taken  (est.) 

Proposed  Bid  Structure 

1.  Bid  Documents  developed  and  submitted  to 
Parking  and  Traffic  Commission  or  Parking 
Authority  Commission  for  approval. 

21  days 

1 .  Bid  Documents  developed  and  submitted 
to  Parking  and  Traffic  Commission  or 
Parking  Authority  Commission  for  approval. 

2.  Bid  Documents  reviewed  and  approved  by 
Parking  and  Traffic  Commission  or  Parking 
Authority  Commission. 

10  days 

2.  Bid  Documents  reviewed  and  approved  by 
Parking  and  Traffic  Commission  or  Parking 
Authority  Commission. 

3.  Bid  Documents  forwarded  to  Board  of 
Supervisors  for  consideration  by  ordinance. 

8  days 

Step  3  eliminated. 

4.  Bid  Documents  reviewed  at  Board's 
Finance  Committee. 

1 5  days 

Step  4  eliminated. 

5.  Bid  Documents  considered  for  approval  by 
full  Board  (First  Reading). 

5  days 

Step  5  eliminated. 

6.  Bid  Documents  considered  for  approval  by 
full  Board  (Ordinance  passed) 

7  days 

Step  6  eliminated. 

7.    To  Mayor  for  approval  (ordinance) 
(NOTE:  Ordinance  effective  30  days  after 
Mayor's  signature) 

1 0  days 

Step  7  eliminated 

8.    3id  documents  advertised  to  public. 

10  days 

8.  Bid  documents  advertised  to  public. 

9.  Contract  Selection  process  by  Department 
begins. 

42  days (6  weeks) 
for  bids  and  RFPs. 

9.  Contract  Selection  process  by  Department 
begins. 

10.  Award  of  Contract  forwarded  to  Parking 
and  Traffic  Commission  for  approval. 

14  days 

10.  Award  of  Contract  forwarded  to  Parking 
and  Traffic  Commission  or  Parking  Authority 
Commission  for  approval. 

1 1 .  Contract  forwarded  to  Board  for 
introduction  (Resolution) 

8  days 

1 1 .  Contract  forwarded  to  Board  for 
introduction  (Resolution).* 

12.  Item  forwarded  to  Finance  Committee 

1 5  days 

12.  Item  forwarded  to  finance  Committee.* 

13.  Item  back  at  full  Board  for  approval  by 
Resolution. 

5  days 

13.  Item  back  at  full  Board  for  approval  by 
resolution.* 

14.  To  Mayor  for  approval  (Resolution) 

10  days              14.  To  Mayor  lor  approval  (Resolution)* 

*Article  II  Chapter  17  (Section  17.7  -17.16)  of  the  Administrative  Code  allows  the  Parking  Authority  Commission  to 
eliminate  Steps  11  to  14. 


BACKGROUND: 

The  City  currently  owns  18  paiking  garages  and  23  parking  lots  which  are  under  the  jurisdiction  of  the  Department  of 
Parking  and  Traffic  (DPT)  and  the  Parking  Authority.  Twelve  of  these  parking  garages  are  owned  by  DPT  while  the 
remaining  six  garages  are  under  the  Parking  Authority  (see  attachment).  These  parking  facilities  represent  a  substantial 
revenue  source  for  the  City.  According  to  DPT,  in  the  1997-98  fiscal  year,  the  City  collected  gross  receipts  of  $52  millic 
and  received  net  income  of  S31  million  from  these  parking  facilities. 

DPT  and  DRE  report  that  the  current  bid  process  for  DPT  and  Parking  Authority  parking  facilities  takes,  at  a  minimum, 
six  months  to  complete.  During  this  period,  DPT  and  DRE  work  jointly  to  prepare  and  submit  bid  documents  for  approv 
by  either  the  Parking  Authority  Commission  or  the  Parking  and  Traffic  Commission  and  subsequently,  by  the  Board  of 
Supervisors  ("the  Board").  Contracts  are  then  awarded  to  for-profit  or  not-for-profit  entities  that  lease  or  operate  these 
City-owned  facilities.  Under  current  practices,  private  companies  are  awarded  lease  and  management  contracts  under  a 
competitive  process,  while  non-profit  organizations,  which  currently  manage  five  garages,  submit  "Requests  for 
Proposals"  (RFPs)  for  their  contracts  with  the  City. 

According  to  DPT,  lease  and  management  agreements  for  the  City's  18  parking  garages  have  an  average  term  of 
approximately  five  years.  Staff  expects  that  in  the  next  five  years,  contracts  for  approximately  15  of  the  City's  parking 
facilities  will  expire,  and  at  least,  seven  of  these  contracts  will  need  to  be  re-bid  in  1999  (see  attached  listing). 
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POLICY  ISSUES: 


1.   SHOULD  APPROVAL  OF  BID  DOCUMENTS  BY  THE  BOARD  BE  ELIMINATED  IN  ORDER  TO 
STREAMLINE  THE  BID  PROCESS? 

According  to  DPT,  the  City  awards  approximately  2  to  3  contracts  a  year,  and  each  contract  carries  an  a\  er 
5  years.  City  staff  have  proposed  revising  the  current  bid  process  which  they  perceive  as  time-consuming,  excessivel) 
bureaucratic  and  redundant,  and  not  consistent  with  practices  applicable  to  other  City  departments  or  Commissions  w  hose 
agreements  or  leases  are  subject  to  Board  approval.  DPT  and  DRE  expect  that  by  streamlining  the  bid  process,  as 
proposed,  they  can  increase  the  processing  of  contracts  from  three  to  at  least,  four  lease  or  management  agreements  per 
year. 

*  Establishing  time  efficiencies 

Staff  at  DPT  and  DRE  state  that  the  City  has  a  cumbersome  and  lengthy  bid  process  for  preparing  bid  documents  and 
contracts  for  the  City's  parking  facilities.  They  point  out  that  delays  occur  when  documents  are  forwarded  to  the  Board  oi 
Supervisors  for  approval.  Both  DPT  and  DRE  believe  that  if  the  initial  approval  of  bid  documents  (by  ordinance)  b)  the 
Board  is  eliminated,  bids  would  be  handled  by  the  City  in  a  more  time-efficient  manner. 

According  to  the  Deputy  Clerk  of  the  Board,  the  approval  of  bid  documents  (by  ordinance)  by  the  Board  and  the 
Mayor  requires  approximately  42  days  to  complete.  A  Board  resolution  approving  parking  facility  contracts  w  ould  requir 
another  35  days.  The  entire  legislative  process,  required  to  approve  bid  documents  and  contracts  for  DPT  or  Parking 
Authority  parking  facilities  requires  a  total  of  approximately  77  days,  or  1 1  weeks,  to  complete  (see  previous  chart)   If  tin 
Board's  review  of  bid  documents  were  eliminated,  then  the  Board's  legislative  process  would  be  reduced  from  77  daj  s  to 
35  days,  and  the  entire  bid  process  would  be  reduced  from  six  months  to  approximately  four-and-a-half  to  five  months  (se 
attachment).  Therefore,  the  proposed  measure,  according  to  staff,  would  reduce  the  entire  bid  process  by  a  month-and-a- 
half  and  enable  DPT  and  DRE  to  process  one  additional  parking  facility  contract  per  year,  at  a  minimum. 

Since  the  proposed  measure  would  not  significantly  increase  the  annual  processing  of  parking  facility  contracts,  staff 
should  also  consider  conducting  a  full  assessment  of  current  practices  to  determine  other  ways  of  further  improving  the  bk 
process.  For  example,  given  that  there  will  be  seven  contracts  in  1999  alone  that  will  require  renewal,  DPT  and  OR  I-  stafl 
could  begin  processing  bids  much  earlier  to  prevent  any  delays.  Staff  has  however,  indicated  that,  due  to  a  heav) 
workload,  it  is  often  difficult  to  begin  working  on  contracts  much  earlier.  That  means  that  departments  could  also  conside 
establishing  internal  mechanisms  for  prioritizing  contract  approvals  to  ensure  timeliness  in  the  City's  bid  schedules, 
particularly  for  expiring  contracts. 

*  Reducing  unnecessary  bureaucracy 

Multi-departmental  reviews  are  currently  required  for  staff  and  City  officials  at  DPT,  DRE.  the  Parking  and  Traffic 
Commission  or  the  Parking  Authority  Commission,  and  the  Board  of  Supervisors  before  parking  facility  contracts  can  be 
awarded  or  renewed.  Staff  believes  that  if  the  approval  of  bid  documents  were  delegated  to  either  the  Parking  and 
Commission  or  the  Parking  Authority  Commission,  to  the  exclusion  of  the  Board,  then  a  less  bureaucratic  process  would 
make  ensure  efficiency  in  the  bid  process. 

As  stated  earlier,  the  proposed  amendment  would  alter  current  City  policy  for  approving  bid  documents  and  contracts 
for  DPT  and  Parking  Authority  parking  facilities.  The  City  Attorney's  Office  has  indicated  that  the  proposed  action  -  that 
is,  limiting  the  Board's  role  to  approval  of  contracts  by  resolution  only-  would  in  fact,  be  consistent  with  the  manner  in 
which  other  City  leases  of  real  property  are  currently  approved  by  the  Board,  according  to  provisions  in  Section  9.118  of 
the  City  Charter  (described  earlier).  The  proposed  action  would  therefore,  not  result  in  a  major  shift  in  processing  hid-  for 
DPT  and  Parking  Authority  parking  facilities. 

*  Addressing  the  redundancy 

DPT  and  DRE  report  that  there  is  an  in-built  redundancy  in  the  bid  process  which  requires  the  Commissions  -  for  their 
respective  garages-  and  the  Board  to  review  and  approve  similar  bid  documents  via  two  separate  steps.  Staff  believes  that 
the  current  structure  is  unnecessary  given  that  it  is  unusual  for  the  Board  to  request  Departmental  staff  to  revise  bid 
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documents  once  those  documents  have  been  approved  by  either  the  Parking  Authority  Commission  or  the  Parking  am 
Traffic  Commission.  Hence  the  suggestion  by  staff  at  DPT  and  DRE  staff  to  eliminate  the  Board's  role  in  approving 
documents.  Staff  adds  that  the  Board  would  still  be  responsible  for  approving  parking  facility  contracts,  by  resolutioi 
the  final  stage  of  the  bid  process. 

The  City  Attorney's  Office  has  also  noted  that  the  Board's  role  could  be  further  reduced  based  on  current  provisic 
the  Administrative  Code  (Article  II,  Section  17.18)  which  authorize  the  Parking  Authority  Commission  to  approve  bi< 
documents  and  contracts  independently,  without  Board  approval.  It  should  however,  be  noted  that  despite  these 
provisions,  staff  has  been  forwarding  bid  documents  and  contracts  to  the  Board  for  approval  because  of  long-standing 
concerns  about  maintaining  a  system  of  checks  and  balances  in  the  bid  process.  Staff  adds  that  such  safeguards  are 
however,  no  longer  necessary  since  final  agreements  (for  Parking  and  Traffic  bids)  still  require  Board  approval,  and  s 
the  City  now  relies  on  a  three-year  old  boilerplate  process  that  standardizes  the  drafting  of  bid  documents  for  DPT  am 
Parking  Authority  parking  facilities. 

2.   WOULD  THE  BID  PROCESS  STILL  PROVIDE  SUFFICIENT  CHECKS  AND  BALANCES  IF  APPROV 
OF  BID  DOCUMENTS  REMAIN  WITH  THE  COMMISSIONS? 

The  current  bid  process  establishes  a  system  of  checks  and  balances  whereby  bid  documents  and  contracts  approv 
by  the  Director  of  Property  are  further  reviewed  and  approved  by  one  of  the  Commissions  and  subsequently,  by  the  B 
and  the  Mayor,  first  by  ordinance  (for  bid  documents)  and  then  by  resolution  (for  contracts).  DPT  and  DRE  state  that 
proposed  measure  eliminating  Board  approval  of  bid  documents  would  not  compromise  currently  existing  checks  and 
balances  in  the  bid  process  because  all  contract  approvals  would  still  be  subject  to  final  approval  by  the  Board. 
Additionally,  DPT  has  also  suggested  that  staff  could  continue  providing  the  Board  with  bid  documents  to  review 
informally,  and  the  Board  could  also  direct  any  comments  on  those  documents  to  staff. 

As  currently  proposed,  the  elimination  of  the  Board's  role  in  approving  bid  documents  at  the  front  end  would  redu 
the  timeframe  for  approving  bids,  but  also  eliminate  the  Board's  ability  to  suggest  revisions  earlier  on  in  the  bid  proce 
In  order  to  mitigate  against  any  delays  that  could  result  from  the  Board  suggesting  revisions  at  the  final  stage  of  the  L>i < 
process,  this  measure  could  be  further  amended  by  enabling  the  Board  to  continue  approving  bid  documents.  Howeve 
those  Board  approvals  could  occur  by  resolution  (a  35-da>  legislative  process)  rather  than  by  ordinance  (a  42-day 
legislative  process).  Approvals  by  resolution  would  reduce  the  Board's  legislative  process  by  approximately  7  days, 
which  would  not  be  a  significant  time  savings,  particularly  in  terms  of  streamlining  the  bid  process.  Nonetheless,  if  th 
Board  wanted  to  maintain  a  role  earlier  on  in  the  bid  process,  it  could  consider  approv ing  bid  documents  by  resolution 
Alternatively,  the  Board's  role  in  reviewing  bid  documents  could  be  maintained  by  directing  DPT  and  DRE  staff  to 
provide  bid  documents  to  the  Board  prior  to  consideratior  jf  those  documents  by  Commissions.  This  would  enable  th 
Board  to  forward  any  comments  to  staff  prior  to  the  Commissions  approv  ing  those  documents. 

Options: 

1.  Approve  the  proposed  ordinance. 

2.  Amend  the  ordinance  in  the  following  manner: 

a)  Request  the  Director  of  Property  to  submit  bid  documents  to  the  Board  for  informational  purposes  only  prior  i 
consideration  of  those  documents  by  the  Commissions.  This  would  allow  the  Board  to  direct  any  comments  t 
DPT  and  DRE  staff  or  to  the  Commissions,  if  necessary. 

b)  Authorize  the  Board  to  approve  bid  documents  by  resolution,  and  not  by  ordinance.  This  would  enable  the  3\ 
to  have  a  continuing  role  in  approving  bid  documents,  but  not  reduce  approval  timeframes  significantly. 

c)  Since  the  proposed  measure  would  not  significantly  increase  the  number  of  parking  facility  contracts  process(| 
DPT  and  DRE  on  an  annual  basis,  staff  should  also  consider  conducting  a  full  assessment  of  current  practices  : 
determine  other  ways  of  further  improving  the  bid  process. 

3.  Do  not  approve  the  proposed  ordinance. 

[Prepared  by  Clarice  Duma,  Legislative  Analyst  (tel.  415/554-7782)] 
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Summary  of  City-owned  Parking  Garages 


Garage 

Ownership 

Contract  Arrangements 

'  Civic  Center 

DPT 

Expires  in  2001 

Ellis  O'Farrell  * 

DPT 

currently,  month  to  month 

Fifth  &  Mission  * 

DPT 

currently,  month  to  month 

Golden  Gateway 

DPT 

currently,  month  to  month 

Japan  Center  * 

DPT 

currently,  month  to  month 

Lombard  Street 

PA/SFUSD 

Expires  in  2001 

Mission-Bartlett 

DPT 

currently,  month  to  month 

Moscone  Center 

PA 

Expires  in  2000 

North  Beach  Garage 

PA 

currently  under  construction 

Performing  Arts 

PA 

Expires  in  2000 

Polk-Bush 

PA 

Expires  in  2004 

Portsmouth  Square  * 

DPT 

currently,  month  to  month 

S.F.  General  Hospital 

PA 

Expires  in  2003 

St.  Mary's  Square 

DPT 

Expires  in  2000 

Sutter  &  Stockton  * 

DPT 

currently,  month  to  month 

Union  Square 

DPT 

currently,  month  to  month 

Vallejo  Street 

DPT 

Expires  in  1998 

1660  Mission 

DPT 

Expires  in  1999 

*  Garages  operated  by  non-profit  organizations. 
KEY: 

DPT  =  Ownership  by  the  Department  of  Parking  and  Traffic. 

PA  =  Ownership  by  the  Parking  Authority. 

SFUSD  =  Ownership  by  the  San  Francisco  Unified  School  District 

Source:  Department  of  Parking  and  Traffic 
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Legislative  Analysis 


Executive  Summary 


MAR  0  5  1999 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


Committee: 
File: 


Transportation  and  Land  Use 

(File  99-0184)  Hearing  on  reforming  MUNI:  A  review  of  proposals  by  the  New  Mum  I  ask 
Force  and  a  coalition  of  SPUR,  Rescue  MUNI  and  others 
Supervisor  Newsom 


Sponsor: 


Action:  Hearing  to  consider  proposals  by  the  New  MUNI  Task  Force,  SPUR  and  Rescue  MUNI  regarding  the 
Municipal  Railway. 


Concern  about  Municipal  Railway  (MUNI)  service  has  resulted  in  the  launching  of  two  separate  efforts  to  enact 
structural  changes  to  the  governance  and  management  of  the  City's  public  transportation  system.  The  proposed 

wnance  changes  would  require  approval  by  City  voters.  One  model  is  in  the  form  of  a  proposed  ballot 
in, Native  amending  the  City  Charter  and  is  sponsored  by  a  business  and  community  coalition  comprised  of  San 
Francisco  Planning  and  Urban  Research  Association  (SPUR),  Rescue  MUNI  and  environmental  groups.  A 
similar  model  is  presented  in  conceptual  form  in  a  report  "A  Plan  to  Fix  Muni"  prepared  b\  the  Ma\  or's  V 
Task  Force  on  MUNI.  The  Board  of  Supervisors  may  be  requested  to  consider  the  task  force  recommendations 
within  legislation  in  the  near  future. 


The  proposed  transportation  agency  models  contain  varying  methods  for  improving  the  operation  of  MINI  and 
the  transit  policies  of  the  City.  The  matrix  included  in  this  analysis  (Table  1)  compares  the  provisions  found  in 
the  two  proposed  models.  The  policy  and  technical  issues  raised  b\  the  proposals  as  well  as  several  opti< 
discussed  in  this  analysis  under  the  following  broad  policy  areas. 

1.  Governance 

2.  Level  of  service  and  performance 

3.  Use  of  discretionary  dollars  to  increase  and  stabilize  funding  for  public  transit 

4.  Implementation  of  the  Transit  First  policy 


Background: 


Policv  Issues: 
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BACKGROUND  &  POLICY  DISCUSSION 
Current  Law/Authorities: 

The  City  Charter  establishes  the  Public  Transportation  Commission  and  the  Parking  and  Traffic  Commission. 
The  Parking  Authority  is  established  under  State  law.  Section  4. 102  of  the  City  Charter  establishes  the  powers 
and  duties  of  all  boards  and  commissions.   The  Public  Transportation  Commission  and  the  Parking  and  Traffic 
Commission  members  are  appointed  and  removed  by  the  Mayor  unless  rejected  by  a  2/3  vote  of  the  Board  of 
Supervisors. 

1.  Governing  Structure  and  Powers  of  the  Proposed  Transportation  Agency 

Both  of  the  proposed  models  establish  one  governing  board  of  seven  appointed  directors  to  oversee  the  policy 
and  administration  of  a  new  transportation  agency.  The  board  would  supersede  the  existing  Public 
Transportation  Commission.  The  models  appear  to  be  a  hybrid  formed  of  provisions  found  in  other  City 
commissions  such  as  the  Airport  and  Port.  Those  commissions  also  have  Charter  provisions  that  prohibit  the 
Mayor  from  having  discretionary  power  to  remove  members  of  the  commission.  However  unlike  existing 
Charter  commissions,  the  proposed  agency  board  would  have  more  day  to  day  autonomy  from  the 
administrative  and  decision  making  processes  of  the  city  government.  The  intent  is  to  provide  independence 
both  in  policy  decisions  made  by  the  board  of  directors  and  the  administrative  functions  of  general  manager  of 
the  Municipal  Railway.  Nonetheless,  the  agency  is  pan  of  the  City  and  County  and  would  therefore  be  required 
to  follow  all  City  ordinances  and  policies  (unless  exempted)  and  maintain  a  workforce  of  City  employees 
(although  both  models  allow  contracting  out  for  inter-department  services)  .  All  financial  and  legal  liabilities 
created  by  the  agency  would  ultimately  be  the  responsibility  of  the  City  and  County. 

In  both  of  the  proposals  the  new  agency  board  would  succeed  the  existing  Public  Transportation  Commission. 
The  SPUR/Rescue  MUNI  model  creates  a  governing  board  that  also  includes  the  powers  now  vested  with  the 
Parking  and  Traffic  Commission  including  the  ex-officio  role  on  the  Parking  Authority  board;  the  overall 
objective  being  to  control  the  policy  decisions  that  affect  revenue  for  the  entire  city  transportation  system.  The 
recommendations  from  the  Mayor's  Task  Force  report  do  not  include  this  merger  at  this  time,  however  the  plan 
recommends  maintaining  those  provisions  within  the  Charter  to  enable  the  Board  of  Supervisors  to  effectuate 
this  in  the  future.  An  analysis  of  a  MUNI/Department  of  Parking  and  Traffic  merger  is  provided  under  a 
separate  report  from  the  Office  of  the  Legislative  Analyst  (File  98-1584). 

•  Oilier  Transit  Agencies 

The  majority  of  large  municipal  transit  agencies  in  the  United  States  are  special  purpose  transit  districts 
governed  by  an  independently  appointed  board.  This  structure  is  particularly  useful  where  financing  and 
services  must  be  provided  in  multiple-jurisdictions  and  regional  areas.  Most  of  these  tend  to  be  more 
autonomous  than  the  transit  agencies  that  are  departments  of  a  municipal  or  state  government.  Typically  they 
have  a  dedicated  funding  source  such  as  sales  tax.  Other  cities  that  maintain  municipal  transportation  systems 
are  Honolulu,  Detroit,  San  Diego  and  Phoenix  (see  Table  2  "Comparative  Forms  of  Transit  System 
Governance").  The  independent  special  district  model  was  not  the  recommended  option  for  San  Francisco, 
although  it  was  discussed  in  the  task  force  report. 

*  New  Powers  and  Duties 

The  proposed  governing  body  differs  completely  from  the  authority  of  current  city  commissions  in  the 
provisions  that  give  the  agency's  board  control  to  appoint  the  director  of  the  agency,  authority  to  conduct 

401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


(collective  bargaining  with  represented  employees,  manage  procurement,  set  fares  and  change  routes,  dutie 
'^h  are  presently  the  powers  and  responsibilities  under  the  Mayor  or  Board  of  Supervisors.  (The  SPUR 
Initiative  allows  the  Board  of  Supervisors  to  reject  fare  increases  and  route  changes).  Additionally,  both 
proposals  would  allow  the  agency  to  retain  its  own  legal  counsel,  which  has  not  been  the  practice  within  other 
City  agencies.  Certain  functions  of  the  Civil  Service  Commission  would  also  be  established  in  the  agenc) . 
Ivhich  would  require  additional  personnel  resources  and  has  not  been  the  practice  of  other  Cit)  agencies 
SPUR  proposal  also  gives  the  agency  the  sole  power  to  enter  into  agreements  with  other  public  entities  tor  the 
use  of  rights  of  way  and  facilities.  Under  the  Charter,  agreements  greater  than  ten  years  or  S 1 0  million  requii  e  - 
(approval  by  the  Board  of  Supervisors  and  the  Mayor. 

L 

The  Airport  Commission  has  been  cited  as  having  similar  powers  as  is  proposed  for  the  new  agency.  However 
the  Airport  is  more  of  a  facility  management  agency  than  direct  service  provider.  In  many  respects  the  Airport 
lias  had  more  financial  flexibility  than  other  departments  to  purchase  the  services  that  it  needs.  1  low  ever  the 
Airport  is  still  utilizing  City  departments  for  all  services  including  legal,  personnel  and  purchasing.  Th« 
Attorney  has  a  dedicated  deputy  attorney  who  works  for  the  Airport  Commission  and  is  approved  by  the 
Commission.  The  Airport  has  the  authority  to  settle  claims  up  to  5100,000  however  other  commissions  do  not 
have  suc^  authority. 

•  Legal  Counsel 

The  proposed  models  allow  the  contracting  out  of  legal  counsel.  Presently  three  deputy  city  attorneys  are 
dedicated  to  MUNI  to  provide  advice  on  contracts,  labor,  real  estate,  land  use.  workers  compensation  and 
construction.  By  retaining  outside  counsel,  the  agency  could  run  the  risk  of  inconsistent  interpretations  of  local 
1    Jh/hich  could  result  in  conflicts  with  other  City  departments.  The  City  Attorney  is  also  responsible  for 
settling  and  litigating  claims  for  MUNI.  The  City  Attorney's  Office  states  that  1 100-1900  claims  are  settled  b\ 
the  City  on  behalf  of  MUNI  annually.  The  aggregate  cost  of  settled  and  litigated  claims  has  been  S6-8  million 
annually,  the  majority  of  the  cost  is  attributable  to  litigated  settlements  of  claims.  Consideration  for  utilizing 
contract  legal  services  should  include  an  evaluation  to  determine  whether  litigation  costs  would  be  higher  when 
using  outside  counsel.  MUNI  pays  approximately  $1  million  a  year  for  City  Attorney  services. 

*  Personnel  &  Civil  Sen-ice 

The  task  force  and  the  SPUR  models  both  propose  decentralized  personnel  administration  that  gives  the  agenc 
control  over  classifications,  exams,  and  collective  bargaining.  Currently  ML  NT  and  the  Parking  and  Traffic 
Department  administer  certain  personnel  functions.  The  Department  of  Human  Resources  (DHR I  delegates 
examination  testing  and  EEO  to  MUNI.  The  process  for  approval  of  personnel  requisitions  howev  er  still  resides 
with  several  departments  including  the  Mayor's  Office,  DHR,  the  Controller.  This  process  can  be  cumbersome 
and  slow,  however  creating  a  separate  civil  service  function  within  the  agency  will  require  additional  resources 
and  could  create  classification  conformity  problems  within  the  City.  Since  all  City  departments  face  the  same 
problems,  looking  at  methods  to  streamline  the  personnel  requisition  approval  process  may  be  more  efficient 
than  decentralizing  all  personnel  functions. 

Even  with  the  power  to  collectively  bargain,  the  transit  agency  would  be  obligated  to  follow  the  existing 
memorandums  of  understanding  between  the  City  and  units  representing  citywide  classifications.  The  lara 
re^esented  unit  of  employees,  the  Transit  Operators,  is  exclusively  within  MUNI  (Transport  Worker's  Union. 
I  %\  250-A).  They  have  an  agreement  which  terminates  in  June  2000.  at  which  point  it  could  be  negotiated  b\ 
the  new  agency.  Under  State  law  (Myers-Milas-Brown  Act)  any  changes  to  work  rules  implemented  prior  to 
new  agreements  would  have  to  be  met  and  conferred  on  with  the  union. 
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•  Procurement 

The  proposed  models  would  allow  the  agency  to  conduct  its  own  purchasing  program.  Unless  the  Board  of 
Supervisors  exempts  the  agency  from  the  existing  ordinances  and  procedures,  some  of  the  processes  may  not 
necessarily  change.  The  City  Purchaser  provides  four  full  time  staff  to  MUNI.  Although  the  four  staff  are  on 
site,  the  approval  process  for  certain  purchases  can  be  slowed  down  because  the  purchasing  staff  relies  on 
MUNI  to  indicate  the  availability  of  funds.  Improving  the  approval  process  within  the  Transportation 
Department  may  resolve  some  of  the  processing  delays  that  have  been  experienced  in  the  past.    MUNI  believes 
that  the  process  has  improved  with  the  recently  formed  Transportation  Coordinating  Council.  The  Chair  of  the 
Mayor's  Task  Force  believes  that  retention  of  staff  with  expertise  in  Federal  procurement  and  a  direct  reporting 
relationship  to  the  agency  would  eliminate  some  of  the  problems.  The  Purchaser  believes  that  the  benefits  of 
utilizing  blanket  procurement  contracts  entered  into  by  Purchasing  is  an  advantage  that  favors  maintaining  the 
centralized  purchasing  function. 

*  Fare  Setting  and  Route  Abandonment 

The  City  Charter  gives  the  Board  of  Supervisors  responsibility  for  approving  or  rejecting  mtes  and  fee  increases. 
Both  models  give  the  new  agency  the  authority  to  set  rates,  however  the  SPUR  proposal  allows  the  Board  of 
Supervisors  to  reject  fares  or  changes  in  service  routes  proposed  by  the  agency.  If  the  agency  is  to  be 
responsible  for  managing  its  budget  and  making  operational  decisions,  they  may  need  to  increase  revenues, 
adjust  routes  and  services.  In  order  to  avoid  arbitrary  fare  adjustments,  the  Board  of  Supervisors  could  consider 
requiring  that  an  independent  review  be  conducted  to  determine  the  need  for  and  amount  of  any  fare  increase 
proposed  by  the  agency.  The  criteria  and  methodology  on  which  to  base  such  a  determination  could  be 
approved  prior  to  the  review. 

•  Budget 

Accountability  has  been  raised  as  a  number  one  concern  and  reason  for  problems  with  the  current  structure  of 
transportation  operations  and  planning.  Under  the  proposed  models  accountability  in  several  areas  remains 
unclear.  Most  prominently,  if  the  agency  fails  to  manage  its  financial  resources,  it  may  return  to  the  Mayor  and 
the  Board  of  Supervisors  to  request  additional  funding.  While  the  SPUR  initiative  requires  the  Board  of 
Supervisors  to  approve  or  reject  the  budget  proposed  by  the  agency,  they  cannot  modify  it  and  do  not  approve 
the  elements  that  impact  the  budget.  The  Mayor's  Task  Force  report  is  less  directive  regarding  the  ability  of  the 
agency  to  return  to  the  Board  for  funding,  but  states  that  the  agency  would  enact  service  reductions  unless  the 
Board  of  Supervisors  makes  additional  funds  available.  Neither  the  Mayor  nor  the  Board  will  have  participated 
in  the  policy  or  management  decisions  that  have  led  to  fiscal  problems  such  as  collective  bargaining 
agreements,  service  levels,  contracts  and  personnel  decisions.  The  transportation  agency  will  make  all  the 
decisions  but  ran  no  real  risks.  The  Board  of  Supervisors  would  ultimately  be  forced  into  making  the 
significant  decisions  such  as  reducing  services.  To  avoid  this  problem,  the  Board  of  Supervisors  could  insert 
language  in  any  Charter  amendment  presented  ro  them  that  would  limit  such  financial  risk  in  any  fiscal  year 
through  either  a  dollar  cap  or  to  limit  the  circumstances  for  such  supplemental  requests. 

Governance  Structure  Policy  Options: 

♦  Review  the  option  of  seeking  State  authority  to  create  a  completely  independent  district  with  its  own 
revenue  source  instead  of  establishing  a  "hybrid"  agency  by  Charter.  Request  further  analysis  of  cost  of 
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operating  a  separate  agency  versus  a  more  hybrid  agency,  as  well  as  the  advantages  and  disad\  antages, 
pf  which  are  presented  in  the  Mayor's  Task  Force  report. 

♦  Determine  whether  the  proposed  agency  should  comply  or  be  exempt  from  City  ordinances  and  : 
Exemption  from  existing  ordinances  would  need  to  be  specified  in  the  Charter  language. 

♦  Limit  the  City's  financial  risk  in  any  fiscal  year  through  a  specific  cap  on  budget  appropriations  by  the 
Board  of  Supervisors  (annual  and  supplemental). 

♦  Request  that  the  affected  department  heads  provide  an  assessment  of  trade-offs  regarding  control  and  cost 
for  personnel,  legal  and  procurement  functions. 

♦  Request  the  Mayor's  Office  initiate  a  process  to  streamline  the  current  personnel  requisition  process  to 
improve  those  procedures  for  all  City  departments. 

♦  Determine  whether  claims  settlement  and  litigation  should  remain  with  the  City  Attorney. 

♦  Consider  requiring  an  independent  review  of  a  fare  increase  proposed  by  the  agency. 
2.  Level  of  Service  and  Performance 

The  SPUR/Rescue  MUNI  proposed  initiative  includes  new  Charter  provisions  specifying  minimum  levels  of 
r  <ace  and  performance  standards.  These  minimum  levels  of  serv  ice  are:  a)  vehicles  must  ran  on  time  85 
(i.Jrnore  than  one  minute  early  or  three  minutes  late);  b)  98.5%  of  scheduled  services  hours  must  be  delivered; 
c)  limit  peak  loading  (bus  unavailable  to  pick  up  passengers  due  to  crowding)  to  1 .5%  of  runs.  The  Mayor's 
Task  Force  plan  recommends  a  minimum  standard  of  4.5  million  service  hours  which  is  an  increase  over 
hours  and  contains  performance  standards  as  guidelines  for  the  agency.  Level  of  service  and  performance  is  a 
management  responsibility  that  is  contingent  on  many  factors  including  financial  and  personnel.   If  the  goal  of 
creating  a  more  independent  agency  is  to  give  MUNI  the  tools  it  needs  to  successfully  manage  its  operations, 
then  the  new  model  should  retain  flexibility  for  determining  specific  performance  standards.  The  costs 
associated  with  some  of  the  mandated  standards  have  not  been  determined  and  would  need  to  be  evaluaicd  and 
balanced  against  the  available  financing  and  services. 

Since  there  is  a  nexus  between  labor  management  relations  and  the  ability  to  meet  certain  performance  goals, 
making  change  in  performance  is  not  likely  to  succeed  just  because  it  is  enacted  by  referendum  or  legislation 
If  the  agency  management  and  board  of  directors  have  flexibility  to  set  performance  standards,  the 
practices,  work  rules  and  other  labor  practices  that  have  been  questioned  will  of  necessity  have  to  be  addressed 
by  both  labor  and  management  in  trying  to  meet  the  new  standards.  The  tightening  of  disciplinary  timelines  and 
bargaining  on  only  those  things  that  are  related  to  working  conditions  should  be  considered  as  part  of  the 
agency's  negotiation  strategy. 

Level  of  Service  Policy  Options: 

♦  Determine  whether  to  specify  a  level  of  service  or  retain  flexibility  for  MUNI  managers  in  establishing  the 
inimum  level  of  service  and  performance. 
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3.  Use  of  Discretionary  General  Fund  Dollars 

Both  proposed  models  require  a  dedication  of  general  funds  for  the  operation  of  the  MUNI.  The  City  General 
Fund  has  contributed  approximately  35%-41%  of  the  revenue  for  the  operations  of  the  MUNI  over  the  past 
seven  years  (see  Table  3  ).  In  spite  of  a  perception  that  General  Fund  support  has  significantly  declined,  the 
table  indicates  a  fairly  stable  level  of  funding  with  the  exception  of  the  years  in  which  the  State  property  tax 
shift  occurred.  Passage  of  Proposition  M  in  1994  provided  MUNI  with  a  dedicated  source  of  net  general  fund 
revenues  from  parking  fines,  garage  taxes  and  fees  (which  are  projected  to  be  S87  million  in  1998-99).  In 
addition  to  that  amount  the  City  has  been  contributing  general  fund  revenues  to  operations  (approximately  S52 
million  in  1998-99).  In  1998-99  budgeted  discretionary  General  Fund  revenue  is  an  estimated  at  SI. 4  billion 
and  appropriated  to  all  city  budgets  funded  through  the  General  Fund.  The  major  sources  of  General  Fund 
revenues  are  property  tax  (24%),  sales  tax  (23%),  business  tax  (16%). 

The  proposed  models  both  rely  on  establishing  a  revenue  base  for  the  agency.  The  Mayor's  Task  Force  has 
recommended  that  35%  0f  the  Business  Tax  be  set  aside  for  MUNI  operations  (in  1998-99  dollars  this  would 
be  approximately  S80  million).  The  SPUR  initiative  requires  that  a  general  fund  maintenance  of  effort  be 
established  based  on  the  general  fund  appropriations  for  MUNI,  Parking  and  Traffic  and  the  Parking  Authority 
(an  amount  that  would  exceed  S80  million  ).  Both  proposals  provide  increases  10  the  base  but  vary  on  the  basis 
of  the  adjustment. 

There  may  be  long  term  effects  to  other  City  services  from  losing  the  use  of  a  specific  source  or  amount  of 
revenue.  On  the  other  hand,  dedicating  a  specific  source  of  revenue  (in  this  case  the  business  tax)  makes  it  a 
less  likely  target  for  reduction  if  it  is  tied  to  support  of  a  specific  program.  Any  dedication  of  revenue  will 
result  in  the  loss  of  budget  flexibility  and  binds  future  mayors  and  boards.   The  guaranteed  levels  of  funding 
may  provide  financial  stability  to  the  transii  agency  but  are  not  tied  to  improved  performance  of  the  transit 
system.  Under  the  current  budget  process,  the  Mayor  or  the  Board  can  use  the  budget  to  influence  service 
improvements;  under  the  proposed  models  the  General  Fund  is  provided  to  the  agency  without  a  need  for 
justification. 

In  order  to  assist  MUNI  in  the  short  term  without  experiencing  unintended  long  term  consequences  of  losing  use 
of  discretionary  revenues,  the  Board  may  want  to  consider  a  sunset  provision  on  the  use  of  business  taxes  or 
other  sources.  This  would  not  prevent  future  Boards  from  allocating  this  discretionary  revenue  to  MUNI. 
Another  advantage  of  short  term  stabilization  is  that  it  may  allow  the  agency  to  improve  performance  so  that  it 
is  in  a  position  to  gain  favor  from  transit  users  and  voters  for  developing  a  new  dedicated  revenue  source, 
instead  of  utilizing  only  an  existing  source. 

General  Fund  Policy  Options 

♦  Provide  a  sunset  date  for  allocating  a  portion  of  the  business  tax  or  any  other  source  of  discretionary  revenue 
for  MUNI. 

♦  Tie  annual  increases  in  general  fund  support  to  service  improvements. 
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•aAransit  First  Policy 

The  SPUR  initiative  redefines  the  City  Charter  policy  on  Transit  First  (Sec.  16.102)  by  restating  the  primary 
objective  of  the  transportation  system  to  be  the  efficient  movement  of  people  and  goods  rather  than  m<  \\  em 
jof  automobiles.  It  expands  the  current  policy  of  promotion  of  efficient  transit  movement  and  elimination  of 
congestion  to  a  policy  that  favors  bicycles,  taxis  and  vanpools  and  discourages  street  use  and  parking  for  private 
automobiles. 

The  general  policy  statement  for  Transit  First  is  found  in  the  City  Charter.  The  Transportation  Element  of  the 
fiCity  General  Plan  includes  Transit  First  policies  that  were  adopted  by  the  Planning  Commission  in  1995.  but 
{have  not  been  adopted  by  the  Board  of  Supervisors. 

The  Transit  First  policy  is  aimed  at  restoring  balance  to  a  transportation  system  long  dominated  by  the 
automobile,  and  improving  overall  mobility  for  all  residents  and  visitors  when  reliance  chiefly  on  the 
automobile  would  result  in  severe  transportation  deficiencies.  It  encourages  multi  modalism,  the  u*e  oj 
transit  and  other  alternatives  to  the  single  occupant  vehicle  as  modes  of  transportation,  and  gh  es 
priority  to  the  maintenance  and  expansion  of  the  Incal  transit  system  and  the  improvement  ofregi  n 
transit  coordination. 

There  are  inherent  conflicts  between  the  funding  of  public  transit  and  some  elements  in  the  Transit  First  polic) 
as  well  as  those  proposed  in  the  SPUR  initiative.  Approximately  26%  of  MUNI  funding  comes  from  parking 
r  <£S  and  garage  fees.  If  public  transit  is  the  priority,  then  some  accommodation  of  automobiles  may  be 
i.-Fessary  to  fund  the  public  transit  system.  The  balance  between  discouraging  automobile  use  and  ensuring 
revenue  generation  has  to  be  considered  in  the  mix  unless  another  source  of  revenue  can  be  identified  for  transit. 
An  economic  analysis  could  be  done  to  evaluate  whether  pricing  strategies  for  parking  and  other  vehicle  fees 
reduce  private  vehicle  use  while  maintaining  revenue  levels.  Clearly  a  transit  first  policy  should  not  limit  the 
focus  to  motorized  traffic.  Programs  and  policies  that  protect  and  assist  pedestrians  and  bicycle  users  are  part  of 
the  overall  policy  principles. 

Implementation  of  the  Transit  First  policy  is  decentralized  and  not  well  defined.  While  the  Planning  Department 
has  developed  transit  first  guidelines  in  evaluating  a  project's  general  plan  compliance,  other  department 
not  developed  specific  policies  and  procedures  that  implement  transit  first.  The  Board  may  want  to  consider 
adoption  of  a  working  definition  for  transit  first  and  consider  centralized  coordination.  Options  for  oversight 
and  coordination  would  be  the  Transportation  Authority  or  the  Mayor's  Office.  The  Transportation  Authi  i 
has  the  long  term  transportation  planning  function  and  congestion  management  program  planning  responsibility. 
However  the  Authority  does  not  directly  oversee  operations  of  the  affected  departments.  The  Administration 
oversees  the  operations  of  departments  and  those  that  report  directly  include  Parking  and  Traffic.  MUNI, 
Department  of  Public  Works  and  Planning.  All  will  have  a  significant  role  in  aspects  of  the  Transit  First 
program  as  would  the  Transportation  Authority.  Whatever  office  or  agency  is  selected,  it  would  appear  that  a 
primary  function  will  be  coordination  of  policy  development,  planning  and  oversight  of  implementation.  This 
would  include  such  things  as  evaluation  of  significant  policy  trade-offs  in  various  aspects  of  system 
performance  for  the  entire  transportation  system  and  tracking  performance  on  an  ongoing  basis. 

3 
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Transit  First  Policy  Options 

♦  Identify  a  lead  City  agency  which  would  be  most  appropriate  for  defining  a  realistic,  working  definition  of 
Transit  First  with  all  affected  agencies  and  developing  an  implementation  plan  for  adoption  by  the  Board  of 
Supervisors.  Ideally  the  lead  agency  should  be  in  the  Mayor's  Office  or  the  Transportation  Authority. 

♦  Adopt  a  policy  to  implement  Transit  First  by  resolution  to  provide  adequate  flexibility  in  addressing  the 
transit  programs  and  their  implementing  structure.  Such  a  resolution  would  have  to  implement  the  existing 
principles  in  the  City  Charter.  Refer  Transit  First  policy  planning  process  to  affected  departments  to  return 
with  a  workable  policy. 


Tables  1-3  attached 


Analysis  prepared  by:  Gail  Feldman,  Chief  Legislative  Analyst 
(415) 554-7788 
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LEGISLATIVE  ANALYSIS 
Honorable  Members  of  the  Board  of  Supervisors 


SAN  FRANCISCO 
PUBLIC  LlbRARY 


Merging  the  Parking  and  Traffic  Commission  with  the  Public  Transportation  C  ommission  and 
Transit  First  Policy  Definition  and  Application  (  File  Numbers:  98-1 584  and  99-023 1 ) 


Motions  (Supervisor  Newsom  )  approved  by  the  Board 


EXECUTIVE  SUMMARY 

This  Office  has  been  asked  to  researcn  the  ramifications  of  the  Board  of  Supervisors  abolishing  the  Parking  and  Traffic 
Commission  and  merging  the  Department  of  Parking  and  Traffic  (DPT)  and  Public  Transportation  (MUNI)  Departments 
under  one  Commission  (the  "Merger")  as  allowed  in  Proposition  M  ,  which  was  approved  by  San  Francisco  voters  in 
1994.  We  have  further  been  requested  by  a  separate  Motion  of  the  Board  to  provide  information  on  the  City  's  Transit 
First  Policy,  including  how  it  is  defined  and  implemented  Throughout  the  City. 

This  report  responds  to  two  separate  Board  Motions  and  addresses  only  the  issues  surrounding  the  required  actions  of  the 
Board  of  Supervisors  relative  to  the  Merger  and  the  City's  Transit  First  Policy.  A  separate  report  by  this  Office  will 
address  the  proposals  currently  underway  by  the  Mayor's  New  Muni  Task  Force  and  the  proposed  Charter  Amendments 
by  SPUR  and  others  relative  to  improving  MUNI  and  consolidating  all  transportation  functions  in  the  City. 

We  interviewed  staff  from  DPT,  MUNI,  Transportation  Authority,  Controller,  Planning  Department.  City  Attorney, 
Mayor's  Office  and  others  and  found  that  the  overwhelming  consensus  amongst  city  staff  was  that  a  "Merger"  should  not 
occur  at  this  time.  There  was  strong  support  to  allow  both  DPT  and  MUNI  to  remain  as  separate  departments,  cuing  the 
potential  for  interference  with  efforts  underway  in  both  departments  to  strengthen  and  improve  the  delivery  of 
transportation  services  in  San  Francisco  and  the  disruption  and  chaos  that  could  result  from  a  "Merger".  Each 
department  believes  that  the  duties  of  DPT  and  MUNI  are  distinctly  different  and  that  a  merger  would  not  produce  the 
benefits  believed  to  exist  by  the  drafters  of  Proposition  M.  However,  a  "Merger"  could  provide  opportunities  for 
improvements,  including  a  more  unified  and  cohesive  approach  to  transportation  planning  and  the  operation  of  public 
and  other  transportation  services  which  currently  does  not  exist  in  the  City.  We  have,  to  the  best  of  our  ability,  attempted 
to  outline  the  roles,  responsibilities  and  issues  surrounding  a  "Merger".  This  is  a  complicated  matter  and  should  the 
Board  of  Supervisors  decide  to  initiate  a  "Merger",  we  strongly  urge  the  creation  of  a  Task  Force  and  possibly  the 
retention  of  transportation  planning  and  organizational  management  consultants  in  order  to  carefully  plan  and  implemenl 
that  change. 

We  have  addressed  the  following  in  this  report: 

•  The  actions  the  Board  of  Supervisors  would  need  to  take  to  initiate  a  "Merger". 

•  How  DPT  and  MUNI  would  be  configured  and  operate  under  a  single  Commission. 

|    Whether  or  not  a  "Merger"  w  ould  produce  significant  salary  or  other  savings  to  the  City. 
I    Whether  or  not  a  "Merger"  would  improve  transportation  services. 

•  Existing  mechanisms  for  on-going  coordination  and  communication  between  all  city  department  and  agencies  with 
transportation  functions. 

•  How  the  City's  Transit  First  Policy  is  interpreted  and  implemented,  and  whether  the  merger  would  have  any  direct 
impact  on  this. 
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BACKGROUND 
Proposition  M 

In  1994  San  Francisco  voters  approved  Proposition  M,  which  authorized  the  transfer  of  the  Municipal  Railway  (MUNI) 
from  the  Public  Utilities  Commission  to  a  new  Public  Transportation  Commission.  It  also  designated  certain  revenues 
from  parking  meters,  parking  tickets,  parking  garages  and  the  parking  tax  and  the  transfer  of  certain  excess  PUC 
revenues  (upon  meeting  set  criteria)  in  order  to  partially  fund  MUNI  as  a  separate  department.  Stating  that  ". .  .the 
provision  of  efficient,  safe  and  economical  public  transportation  is  essential  to  the  welfare  of  the  inhabitants  of  the  city 
and  county  as  well  as  to  others  who  use  the  municipal  railway  and  other  municipal  transit. . ."  Proposition  M  established  a 
Public  Transportation  Department  (MUNI)  and  authorized  the  Board  of  Supervisors,  effective  July  1,  1994,  to  have  the 
power,  by  Ordinance,  to  abolish  the  Parking  and  Traffic  Commission  and  transfer  the  functions  of  the  Department  of 
Parking  and  Traffic  (DPT)  into  the  Public  Transportation  Commission.  The  Charter  change  does  not  address  the  reason 
for  doing  this,  nor  does  it  establish  any  criteria  for  determining  the  timing  or  actual  implementation  for  such  a  "Merger"  . 
It  is  this  provision  of  Proposition  M  that  is  the  subject  of  this  report. 

Transit  First  Policy 

Section  16.102  (Transit-First  Policy  )  of  the  City  Charter  ider.t;fies  six  principles  which  define  the  City  s  Transit  f  irst 
Policy.  They  are:  "1)  Transit  first  is,  has  been  and  shall  continue  to  be  the  policy  of  the  City  and  County  of  San 
Francisco;  2)  The  efficient  movement  of  people  and  goods  is  essential  for  the  economic  health  and  quality  of  life  in  San 
Francisco;  3)  Public  transportation  is  an  economically  and  environmentally  sound  alternative  to  transportation  hy 
individual  automobiles;  4)  The  designation  of  streets  public  transit  only  and/or  public  transit  and  commercial  only 
reduces  excessive  vehicular  traffic  congestion  on  the  City's  streets,  thereby  relieving  traffic  congestion  and  facilitating 
the  protection  of  sensitive  areas  and  healthful  air  quality;  5)  Enforcement  of  pedestrian  zones  enhances  the  safety  of 
pedestrians;  and  6)  The  effective  implementation  of  the  City's  Transit-First  policy  requires  the  cooperation  of  all  City 
agencies,  departments  and  commissions."  The  Charter  further  states  that  "All  officers,  commissions  and  departments 
shall  consider  these  principles  in  conducting  the  City  and  County's  affairs...". 

How  this  broad  policy  statement  has  been  interpreted  and  how  decisions  are  made  relative  to  this  policy  appear  to  vary  in 
the  City.  This  section  of  the  Charter  is  used  by  the  Planning  Department  in  the  development  of  its  Transportation 
Element  of  the  City's  General  Plan  which  identifies  a  series  of  "Objectives"  and  "Policies"  which  further  define  the 
Transit  First  Policy.  (Attachment  I)  The  City's  Transit  First  Policy  is  also  used  b>  die  Transportation  Authority  in  its 
development  of  the  City's  Congestion  Management  Program  which  provides  evidence  of  the  integration  of  land  use, 
transportation  programming  and  air  quality  goals.  Neither  MUNI  nor  DPT  have  developed  written  procedures  which 
define  the  initiatives  of  their  departments  in  the  implementation  of  the  City's  Transit  First  Policy. 

The  principles  stated  in  the  Charter  are  general  and  there  is  no  direction  given  as  to  design  or  responsibility  for 
implementation  and  coordination,  or  assurance  that  all  city  departments  interpret  and  implement  in  a  clear  and  consistent 
fashion.  Absent  clear  direction  regarding  definition  and  implementation,  interpretation  of  how  to  implement  transit  first 
has  been  left  to  each  City  department.  Because  MUNI's  primary  responsibility  is  providing  public  transportation 
services  and  DPT's  relates  primarily  to  transportation  services  and  activities  concerning  the  automobile,  it  is  difficult  to 
ascertain  at  this  time  if  a  uniform  interpretation  and  implementation  of  the  City's  transit  first  policy  would  pose  a  conflict 
or  be  improved  if  the  two  departments  merged  under  a  single  Commission.  However,  DPT's  rules  and  practices 
regarding  automobiles  could  be  designed  to  favor  public  transit  and  this  emphasis  would  likely  decrease  the  chance  of 
conflicting  interpretation  and  implementation. 
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Transportation  Departments/ Agencies  in  the  City  and  Cmnty  of  San  Francisco 

In  San  Francisco,  there  is  no  single  department  or  agency  responsible  for  all  transportation  related  services  or  the 
oversight  and  quality  control  needed  to  ensure  an  efficient  response  to  all  transportation  needs.  Instead,  four  different 
Departments  (DPT,  MUNI,  Transportation  Authority  and  City  Planning  Department)  participate  in  different 
ways  to  either  plan  for,  fund  and  direct,  monitor,  or  provide  actual  transportation  services.  Each  department  has 
primarily  different,  yet  some  overlapping  or  related  transportation  mandates  and  responsibilities.  Table  1  identifies  the 
duties  and  mandates  of  each  of  these  departments/agencies(  as  defined  by  City  Charter,  Administrative  Code  or  State 
law)  with  common  or  overlapping  duties/responsibilities  highlighted.  While  most  of  the  overlapping  or  common  duties 
involve  planning-related  functions  (either  immediate  or  long  range,  strategic  planning)  it  is  important  to  note  that  each 
department  has  a  uniquely  different  transportation  mandate.  Determining  whether  all  of  these  transportation  services 
could  be  consolidated  in  order  to  provide  improved  and  more  efficient  transportation  services  is  under  discussion  by  the 
Mayor's  Office  through  the  New  MUNI  Task  Force.  The  San  Francisco  Planning  and  Urban  Research  Association 
(SPUR),  Rescue  MUNI  and  others  have  also  undertaken  reviews  and  initiatives  related  to  transportation  in  the  City.  As 
noted  earlier,  these  proposals  and  other  matters  relating  to  combining  these  services  are  the  subject  of  a  separate  report 
from  this  Office. 


POLICY  AND  OTHER  CONSIDERATIONS 
Board  Actions  To  Initiate  a  "Merger" 

In  order  to  initiate  the  merging  of  the  Department  of  Parking  and  Traffic  and  MUNI  under  the  direction  of  a  single 
Commission,  the  Board  of  Supervisors  would  have  to  approve  an  Ordinance  According  to  Robm  Reitzes  of  the  City 
Attorney's  Office,  the  Ordinance  should  be  as  detailed  as  possible  outlining  the  required  actions  necessary  to  initiate  and 
facilitate  the  Merger,  including  appropriate  timelines.  The  Ordinance  would  effectively  abolish  the  Parking  and  Traffic 
Commission,  authorize  a  seven  member  Public  Transportation  Commission  under  which  DPT  and  MUNI  would  continue 
to  operate  separately  as  bureaus.  A  single  General  Manager  position  over  both  sections  would  also  be  created. 

However,  many  more  issues  would  need  to  be  addressed  by  the  Board  and  the  Mayor,  beyond  the  adoption  of  an 
Ordinance  approving  the  "Merger".  In  order  to  initiate  a  smooth  transition  with  as  little  disruption  to  operating  services 
as  possible,  careful  planning  and  coordination  should  take  place  The  appointment  of  a  Task  Force  or  utilizing  the 
services  of  transportation  planning,  transit  operations  and  organizational  management  consultants  to  monitor  and  oversee 
the  transition  necessary  to  initiate  the  "Merger"  would  facilitate  the  planning  efforts  required  to  implement  such  a 
Merger.  The  Task  Force  could  be  comprised  of  representatives  from  appropriate  City  departments  with  coordination 
responsibilities  (DPT,  MUNI,  Transportation  Authority,  Human  Resources,  City  Attorney,  Controller,  and  others. ).  It 
could  also  include  members  of  the  public.  This  Task  Force  should  have  responsibility  for  developing  plans  according  to 
the  timing  required  by  the  Ordinance,  including  the  development  of  a  schedule  and  plan  for  the  transition,  identifying 
funding  considerations,  staffing  needs  and  proposed  changes,  labor  agreement  considerations  and  any  other  areas  that 
would  need  to  be  addressed  in  order  to  accomplish  the  Merger. 


How  DPT  and  MUNI  Would  Be  Configured  and  Operate  Under  A  Singie  Commission 

Proposition  M  sets  forth  the  ability  for  the  City  to  reconfigure  the  management  of  MUNI  and  DPT  so  that  they  are  under 
the  umbrella  of  a  single  seven  member  Commission.  (See  Table  2).  As  illustrated  in  Table  2,  the  new  commission, 
consisting  of  the  existing  Public  Transportation  Commission,  plus  two  new  appointments  by  the  Mayor  would  have 
oversight  over  both  DPT  and  MUNI.  A  department  called  "Department  of  Transportation"  would  be  created,  comprised 
of  a  new  General  Manager  and  two  bureaus  (public  transit  and  parking  and  traffic.  )  For  the  purposes  of  this  report,  we 
are  presuming  that  many  of  the  administrative  functions  which  now  exist  separately  within  DPT  and  MUNI  would 
initially  be  under  the  General  Manager  as  separate  functions,  with  the  potential  to  merge  or  combine  some  of  these 
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positions  if  redundancy  exists.  These  types  of  functions/positions  include:  personnel,  finance,  purchasing,  capital 
improvements  and  strategic  planning.  There  may  be  additional  functions,  as  well,  that  could  be  added  to  this  list. 

The  "Merger"  would  essentially  leave  intact  the  existing  operational  functions  of  both  MUNI  and  DPT,  and  would 
rename  them  "Bureaus".  This  is  similar  to  the  existing  structure  of  the  City's  PUC  which  operates  with  a  General 
Manager  and  several  bureaus. 


Would  a  "Merger"  Produce  Significant  Salary  or  Other  Savings  To  The  City 

Proposition  M  does  not  provide  any  instruction  or  direction  relative  to  the  consolidation  of  any  administrative  or  other 
functions  as  a  result  of  a  "Merger".  And,  absent  a  formal  audit  and  complete  review  of  all  existing  functions  in  DPT  and 
MUNI,  it  is  difficult  to  project  actual  or  anticipated  salary  savings  or  staffing  efficiencies  that  might  be  derived  from  a 
"Merger".  In  fact,  initially  there  would  be  additional  costs  associated  due  to  the  creation  of  a  General  Manager  position. 

However,  the  creation  of  a  General  Manager  or  Chief  Operating  Officer  Position  would  naturally  allow  for  the  movement 
and  potential  consolidation  of  overlapping  administrative  functions.  As  noted  in  Table  2,  these  functions  could  include 
personnel,  finance,  purchasing,  public  relations,  capital  programs,  strategic  planning  and  liaison  functions  which  we 
show  to  be  under  the  new  General  Manager  position.  The  placement  of  these  types  of  administrative  functions  under  a 
General  Manager  could  result  in  the  "Bureau  Chiefs"  spending  more  concentrated  time  on  operational  matters.  The 
placement  of  these  administrative  functions  under  the  General  Manager  also  creates  potential  for  the  elimination  or 
consolidation  of  staff  positions  and  improved  efficiency.  This  could  potentially  lead  to  substantial  improvements  in  both 
parking  and  traffic  and  public  transportation  operations  in  the  City  if  both  Bureau  Chiefs  were  able  to  dedicate  a  higher 
percentage  of  their  time  to  the  management  of  operational  issues. 

Would  Consolidating  DPT  and  MUNI  Under  A  Single  Commission  Improve  Transportation  Services? 

The  consolidation  of  DPT  and  MUNI  under  a  single  Commission  and  General  Manager  could  possibly  create  an 
environment  for  improved  communication  and  coordination.  This  would  be  an  expected  outcome.  However  whether  this 
would  result  in  an  improved  delivery  of  transportation  services  is  unknown.  There  are  times  when  coordination  between 
the  DPT  and  MUNI  is  vital  to  the  resolution  of  traffic  problems  associated  with  the  deli  very  of  public  transportation 
services.  According  to  Stuart  Sunshine,  Executive  Director  of  DPT  and  Carmen  Clark,  Executive  Manager  of  MUNI, 
sufficient  mechanisms  are  in  place  to  facilitate  and  initiate  the  cooperation  and  agreement  and  the  application  of 
resources  necessary  to  solve  problems  as  they  arise.  Mr.  Sunshine  cited  as  an  example  the  permanent  deployment  of 
DPT  staff  to  direct  the  flow  of  traffic  at  the  MUNI  Market  Street  Ferry  Boat  turnaround  in  order  to  facilitate  the  timely 
operation  of  MUM  buses.  In  fact,  both  departments  indicate  a  high  level  of  cooperation  and  problem  solving  when  faced 
with  individual  situations  to  resolve.  It  is  expected  that  this  level  of  cooperation  would  continue  regardless  of  a 
"Merger".  As  mentioned  earlier,  more  gains  may  be  achieved  from  the  merger  due  to  the  reconfiguration  of 
administrative  responsibilities  and  their  assignment  to  a  General  Manager,  thereby  freeing  up  the  time  of  the  Bureau 
Chiefs  to  focus  solely  on  the  operation  of  each  bureau.  However  real  qualitative  improvements  are  difficult  to  ascertain 
or  project  at  this  time. 

One  of  the  potential  negative  outcomes  of  a  "Merger"  could  be  the  broad  and  expansive  range  of  issues  the  new  seven 
member  Commission  wouid  confront.  Mr.  Sunshine  expressed  the  concern  that  matters  of  importance  to  the  operation  of 
DPT  could  be  overshadowed  by  more  pressing  needs  relating  to  MUNI  and  the  delivery  of  public  transportation  services. 
This  is,  of  course,  a  management  issue  and  it  would  certainly  be  the  prerogative  of  the  Commission  to  determine  how 
best  to  manage  all  of  the  important  issues  brought  forth  by  both  bureaus.  But,  it  would  be  one  of  the  factors  of  a 
"Merger".  We  mention  it  because  this,  and  many  other  issues  may  arise  and  should  be  identified  and  planned  for  prior  to 
a  "Merger"  because  of  the  potential  impact  on  the  delivery-  of  services  during  and  following  a  transition  period. 
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Existing  Mechanisms  for  On-Going  Coordination  and  Communication  Between  The  Transportation  Authorit\ 
and  City  Departments  On  Transportation  Matters 

Until  recently,  there  was  no  single  formal  oversight  or  coordinating  committee  to  address  all  of  the  issues  surrounding 
transportation  in  the  City  and  most  coordination  efforts  were  left  to  individual  departments  on  a  project  by  project  basis. 
Since  fall  1998,  staff  from  the  Mayor's  office  have  conducted  regular  meetings  to  address  communication  and 
coordination  among  all  city  department  and  other  agencies  involved  in  transportation  related  services  in  the  city  of  San 
Francisco.  The  agencies  involved  include:  DPT,  MUNI,  Transportation  Authority,  Planning,  DPW  and  others,  as 
necessary.  These  meetings  began  primarily  as  a  method  to  address  the  need  to  coordinate  around  large  development 
projects  in  the  City  that  required  the  coordination  of  various  departments.  They  have  also  served  to  provide  a  forum  for 
the  regular  exchange  of  information  regarding  transportation  projects,  funding,  coordination  needs  and  management 
direction  since  the  membership  of  the  Committee  includes  all  departments  and  agencies  who  have  transportation 
responsibilities.  All  of  the  departments  participating  indicated  that  this  mechanism  is  valuable  and  effective  in 
addressing  and  solving  problems,  as  well  as  ensuring  regular,  ongoing  communication  on  important  matters.  How  c\  er 
what  appears  to  be  lacking  is  a  method  of  communicating  the  work  of  this  coordinating  committee  and  a  mechanism  to 
elevate  important  policy  issues  related  to  transportation  projects  to  the  appropriate  level  (i.e.  the  Board  of  Supervisors) 
when  matters  arise  which  impact  or  have  the  potential  to  impact  existing  policies.  We  would  suggest  that  the 
Transportation  Authority,  as  part  of  the  development  of  its  20  year  strategic  plan,  be  asked  to  identify  significant  policj 
matters  and  recommend  procedures  and  mechanisms  for  transmitting  that  information  to  the  Board  of  Supervisors  and  or 
any  official  City  coordinating  committee  for  consideration. 

How  the  City's  Transit  First  Policy  is  Interpreted  and  Implemented 

The  Transit  First  Policy  simply  states  that  above  all  else,  public  transportation  should  be  the  primary  mode  of 
transportation  in  the  City  of  San  Francisco.  Currently,  the  City's  Planning  Department,  the  Transportation  Authority 
(acting  as  the  Congestion  Management  Agency  for  the  City)  the  Department  of  Parking  and  Traffic  and  the  Department 
of  Public  Transportation  (MUNI)  all  make  individual  interpretations  both  formal  (in  the  way  of  written  documents  such 
as  the  transportation  element  of  the  General  Plan  or  the  Congestion  Management  Program)  and  informal  (i.e.  making 
operating  or  other  decisions  based  on  a  subjective  interpretation  of  what  it  means  to  implement  the  City's  "Transit  First" 
policy.) 

The  transportation  element  of  the  City's  General  Plan  states  that  "The  Transit  First  Policy  is  aimed  at  restoring  balance  to 
a  transportation  system  long  dominated  by  the  automobile,  and  improving  overall  mobility  for  all  residents  and  visitors 
when  reliance  chiefly  on  the  automobile  would  result  in  severe  transportation  deficiencies.  It  encourages  multi- 
modalism,  the  use  of  transit  and  other  alternatives  to  the  single-occupant  vehicle  as  modes  of  transportation,  and  gh  x 
priority  to  the  maintenance  and  expansion  of  the  local  transit  system  and  the  improvement  of  regional  transit 
coordination" 

Transit  First  is  defined  in  Objective  1 1  of  the  Transportation  Element  of  the  General  Plan  and  includes  four  additional 
distinct  policies  which  provide  further  definitions  of  the  City's  Transit  First  Policy.  According  to  the  Planning 
Department,  the  objective  is  to  "maintain  public  transit  as  the  primary  mode  of  transportation  in  San  Francisco  and  as  a 
means  through  which  to  guide  future  development  and  improve  regional  mobility  and  air  quality."  The  policies 
surrounding  this  objective  include: 


•  Maintain  and  improve  the  Transit  Preferential  Streets  program  to  make  transit  more  attractive  and  viable  as  a  primary 
means  of  travel. 

•  Continue  to  favor  investment  in  transit  infrastructure  and  services  over  investment  in  highway  development  and  other 
facilities  that  accommodate  the  automobile. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


6 


•  Encourage  development  that  efficiently  coordinates  land  use  with  transit  service,  requiring  that  developers  address 
transit  concern  as  well  as  mitigate  traffic  problems. 

•  Encourage  the  development  of  one  or  more  multi-service  transportation  outlets  for  the  sale  of  transit  fare  instruments 
and  the  provision  of  other  kinds  of  trip  information. 

How  Transit  First  Is  Applied  In  The  City 

There  does  not  appear  to  be  a  single  document  or  guidelines  that  define  or  address  a  uniform  approach  or  interpretation 
of  the  policy.  It  is  not  always  possible  to  ascertain  whether  decisions  relating  to  ways  in  which  the  City's  Transit  First 
Policy  are  implemented  are  done  in  a  unified  and  coordinated  manner  in  order  to  ensure  a  consistent  application.  A 
merger  could  improve  the  interpretation  of  Transit  First  as  it  relates  to  DPT  and  MUNI,  however  the  "Merger"  alone 
would  not  address  all  of  the  coordination  issues  needed  to  implement  the  Policy  consistently.  Since  there  are  three 
separate  City  departments  and  the  Transportation  Authority  who  engage  in  various  levels  of  transportation  planning,  the 
City's  Transit  First  Policy  has  been  subjected  to  interpretation  in  various  ways.  While  there  is  no  evidence  of  problems 
associated  with  conflicting  interpretations,  as  stated  earlier,  there  is  also  no  evidence  of  procedures  in  place  to  address 
questions  and  concerns  relating  to  actual  projects  and  how  they  are  implemented  consistent  with  the  Transportation 
Policy.  Because  the  mandates  of  the  various  departments  involved  in  transportation  in  the  City  are  different,  potential  for 
conflict  or  varied  interpretation  exists.  As  stated  earlier  in  this  report,  we  believe  that  the  Transportation  Authority 
should  be  tasked  with  developing  criteria  and  ways  in  which  to  elevate  matters  of  policy  related  to  transportation  projects 
to  the  Board  of  Supervisors  when  the  need  arises. 

Mayor's  Office  Transportation  Coordinating  Committee 

According  to  Maria  Ayerdi  of  the  Mayor's  Office,  in  the  Fall  of  1998,  the  Mayor's  Office  formed  a  Transportation 
Coordinating  Committee  consisting  of  department  heads  from  Planning,  DPT,  MUNI,  Transportation  Authority, 
Redevelopment  Agency,  and  DPW.  This  Committee  meets  twice  a  month  to  address  transportation  and  parking  and 
traffic  concerns  in  the  context  of  all  major  and  other  development  activities  in  the  City.  Ms.  Ayerdi  indicated  that  this 
Committee  is  also  the  forum  for  addressing  the  need  to  arrive  at  a  balanced  and  consistent  interpretation  of  the  City's 
Transit  First  Policy.  However,  while  the  role  of  this  Committee  can  be  viewed  to  include  oversight  functions,  which 
would  include  consideration  of  how  the  City's  Transit  First  Policy  is  interpreted  and  implemented,  this  is  not  really  its 
official  function.  The  composition  of  the  Committee  clearly  includes  all  departments  and  agencies  who  are  involved  in 
planning,  funding  and  implementation  of  operational  services.  This  Committee's  function  should  also  include  methods 
of  determining  (on  both  a  transportation  project  by  project  and  broader  scope  basis)  when  projects  or  planned  projects 
may  or  may  not  entirely  meet  the  interpretation  of  the  Transit  First  Policy.  The  guidelines  used  by  the  Coordinating 
Committee  should  include  clear  mechanisms  for  moving  matters  to  the  Board  of  Supervisors  for  consideration  when 
implementation  may  directly  affect  a  policy  level  trade-off.  We  believe  that  the  Transportation  Authority  could  assist  in 
the  development  of  clear  guidelines  for  these  purposes  and  should  be  requested  to  do  so. 

DPT  and  MUNI 

DPT  is  a  department  that  raises  a  significant  amount  of  revenue  for  the  City  (approximately  $100  million  annually) 
through  its  management  of  the  City's  parking  garages  and  lots,  meters  and  issuance  of  parking  fines.  It  also  has 
responsibilities  for  traffic  flow,  traffic  signal  timing,  street  line  designations  and  other  matters  which  relate  to  the  flow  of 
traffic  in  the  City.  Much  of  the  work  of  DPT  relates  to  automobile  traffic  in  the  city  and  one  interpretation  of  the  City's 
Transit  First  Policy  is  that  the  City  discourages  the  use  of  cars  and  encourages  the  use  of  public  transportation  at  all 
times.  This  interpretation  can  be  seen  in  Planning  Department  decisions  relating  to  zoning  for  commercial  sites  that 
disallow  or  allow  minimal  onsite  parking  spaces  for  new  commercial  construction.  However,  the  impetus  of  the  City's 
Transit  First  Policy  is  often  in  direct  conflict  with  the  mandate  of  DPT.  This  factor  needs  to  be  considered  in  the 
compiling  of  any  uniform  procedures  for  implementation  of  the  City's  Transit  First  Policy. 

MUNT's  position  is  that  the  very  essence  of  its  existence  is  the  heart  and  soul  of  the  city's  Transit  First  Policy.  MUNI  is 
the  one  department  in  the  best  position  to  implement  Transit  Firsl  because  its  business  is  to  provide  public  transportation 
services. 
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Both  the  Transportation  Authority  and  Planning  Department^  have  taken  the  Transit  First  Policy  into  account  in  the 
development  of  both  the  City's  Congestion  Management  Program  and  the  Transportation  Element  of  the  General  Plan 
According  to  Hilary  Gitelman  of  the  Planning  Department,  all  departments  utilize  the  Transportation  Element  of  the 
General  Plan  as  the  guide  for  development  and  implementation  of  transportation  services  in  a  consistent  fashion  on  a 
City-wide  basis.  The  Transit  First  Policy  is  only  one  of  forty  objectives  defined  in  the  Transportation  Element  of  the 
City's  General  Plan. 

One  way  to  mitigate  potential  conflicts  is  to  develop  a  method  for  implementation  that  is  agreed  to  by  all  departments  or 
to  maintain  consistent  procedures  for  continual  communication  during  times  when  coordination  is  necessary.  We  belies  e 
this  can  be  achieved  either  through  the  development  of  a  clear  written  plan  or  the  use  of  existing  communication  methods 
(such  as  the  Mayor's  Transportation  Coordinating  Committee)  to  assure  a  consistent  approach. 

FINDINGS 

•  The  consolidation  of  DPT  and  MUNI  under  a  single  Commission  and  General  Manager  could  possibly  create  an 
environment  for  improved  communication  and  coordination.  However  whether  this  would  result  in  an  improved 
delivery  of  transportation  services  is  unknown  at  this  time. 

•  None  of  the  City's  Transportation  Departments/ Agencies  believe  a  "Merger"  would  vastly  improve  transportation 
services  because  the  two  departments  have  distinctly  different  missions  and  the  majority  of  their  work  mandates  are 
unrelated.  Both  DPT  and  MUNI  indicate  that  in  all  existing  overlapping  areas,  sufficient  coordination  and 
cooperation  exists  to  address  those  matters. 

•  Departments  involved  in  transportation  services  and  planning  in  the  City  believe  that  recent  efforts  initiated  by  the 
Mayor's  Office  to  implement  a  Transportation  Coordinating  Committee  consisting  of  the  Mayor's  Office,  DPT. 
MUNI,  Transportation  Authority,  Redevelopment  Agency  and  Planning  Department  is  an  appropriate  mechanism  to 
coordinate  city-wide  transportation  needs.  However  this  Committee  could  serve  an  improved  function  if  it  were  able 
to  provide  oversight  and  to  ensure  appropriate  involvement  of  the  Board  of  Supervisors  in  policy  matters  related  to 
transportation  projects,  as  well  as  to  provide  a  balanced  and  consistent  interpretation  of  the  City's  Transit  First 
Policy. 

•  Without  a  new  management  or  other  administrative  plan  and  absent  a  full  or  partial  audit,  it  is  not  possible  to 
ascertain  the  exact  salary  or  other  savings  or  efficiencies  that  could  be  achieved  with  a  "Merger".  Certain  categi 
of  administrative  functions  might  overlap  (i.e.-  personnel,  purchasing,  planning,  financial,)  However,  since  the 
"Merger"  does  not  address  nor  impose  a  requirement  to  combine  staff  functions,  it  is  not  possible  at  this  time  to 
adequately  identify  how  many  of  these  positions  could  be  combined  or  eliminated.  There  may  also  be  meet  and 
confer  issues  that  arise  that  would  have  to  be  considered. 

•  Proposition  M  did  not  establish  any  criteria  for  determining  the  timing  or  actual  implementation  of  a  "Merger"  . 


OPTIONS 

1.  Do  not  implement  the  option  cited  in  Proposition  M  to  abolish  the  Department  of  Parking  and  Traff.c  Commission 
thereby  retaining  the  existing  structure  of  separate  Commissions  governing  the  Departments  of  Parking  and  Traffic 
and  Public  Transportation. 

2.  Request  the  City  Attorney  to  prepare  and  present  an  Ordinance  as  outlined  m  Proposition  M,  approved  by  the  voters 
in  1994  which  would  initiate  actions  necessary  to  abolish  the  Parking  and  Traffic  Commission,  create  a  seven 
member  Public  Transportation  Commission  and  create  a  new  General  Manager  position  under  which  the  Department 
of  Parking  and  Traffic  and  MUNI  would  function  as  separate  bureaus. 

3.  If  the  Board  decides  to  approve  an  Ordinance  as  outlined  in  Option  Number  two  (above),  the  Board  could  then 
appoint  a  Task  Force  and/or  utilize  the  services  of  a  consultant  in  the  field  of  transportation  planning,  transit 
operations  and  organizational  management  to  develop  guidelines  and  to  monitor  and  oversee  the  transition  necessary 
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to  initiate  the  "Merger"  The  Task  Force  could  be  comprised  of  representatives  from  appropriate  City  departments 
with  coordination  responsibilities  (DPT,  MUNI,  Transportation  Authority,  Human  Resources,  City  Attorney, 
Controller,  and  others.)  It  could  also  include  members  of  the  public.  This  Task  Force  would  have  responsibility  for 
developing  plans  according  to  the  timing  required  by  the  Ordinance,  including  the  development  of  a  schedule  and 
plan  for  the  transition,  identifying  funding  considerations,  staffing  needs  and  proposed  changes,  labor  agreement 
considerations  and  any  other  areas  that  would  need  to  be  addressed  in  order  to  accomplish  the  Merger 

Request  the  Transportation  Authority,  with  assistance  from  the  Planning  Department,  Departments  of  Parking  and 
Traffic  and  Public  Transportation  to  prepare  and  transmit  to  the  Board  of  Supervisors  a  report  which  clearly  defines 
the  City's  Transit  First  Policy  and  identifies  procedures  and  mechanisms  to  be  used  by  all  City  Departments  for  the 
implementation  of  this  Policy  in  a  clear  and  consistent  fashion. 

Request  the  Transportation  Authority  to  include  as  part  of  the  development  of  its  20  year  countywide  Long-Term 
Transportation  Plan,  the  review  of  and  development  of  criteria  that  can  be  used,  for  example  by  the  Mayor's 
Transportation  Coordinating  Committee,  to  identify  significant  transportation  policy  issues  and  create  formal 
methods  for  transmitting,  as  appropriate,  those  issues  to  the  Board  of  Supervisors  for  consideration. 

Enlist  the  services  of  consultants  in  the  area  of  transportation  planning,  transit  operations  and  organizational 
management  to  further  evaluate  the  merits,  financial  implications  and  potential  for  improved  transportation  services 
as  a  result  of  implementing  the  "Merger". 


aalysis  prepared  by:    Tamara  Maimon 

Senior  Legislative  Analyst 
(415)  554-7787 
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TABLE  1  -  Defined  Roles  of  DPT.  MUNI.  Transportation  Authority  and  Planning 


Department  of  Parking  and 
Traffic  (DPT)   


Public  Transportation 
Department  MUNI) 


Transportation  Authority 


City  Planning 
Department 


Traffic  signal  maintenance 
Sign  shops;  authorization 
Administration  of  colored 
curb  marking; 
Enforcement  of  parking 
and  traffic  regulations 
Establishment, 
enforcement  and 
administration  of 
residential  parking  permit 
zones 

Meter  planning,  collection, 
coin  counting  and 
maintenance 
Off-street  parking 
Parking  ticket 
enforcement 
Parking  control  officers, 
Parking  offense  towing, 
Scofflaw  programs 
Maintenance  of 
information  of  the 
issuance  and  disposition 
of  parking  citations 
Liaison  with  the  municipal 
court 

Administration  of  the 
Interdepartmental 
Committee  on  Traffic 
and  Transportation; 

Liaison  with  the  Police 
Department  to  promote 
traffic  safety  education 
Address  complaints 
relating  to  street  design  or 
traffic  devices  or  the 
absence  thereof 
Collect,  compile,  analyze, 
interpret  traffic  and 
parking  data  and  traffic 
accident  information 
Traffic  research  and 
traffic  planning  


Responsible  for  all  public 
transportation  functions  of 
the  City  and  County  of 
San  Francisco  (except 
San  Francisco  port  or 
airports)  including  Diesel 
and  Trolley  Buses,  MUNI 
Metro,  Historic  Street 
Cars,  and  Cable  Cars 
Construction  of  transit 
facilities 
Management  of 
Operating  and 
Administrative  Services 
Transit  Service 
planning 

Maintenance  of  transit 
vehicles  and  facilities 
Operation  and  control  of 
ail  equipment,  facilities 
and  properties  used, 
owned,  acquired,  leased 
or  constructed  by  the  City 
for  the  purpose  of 
supplying  public 
transportation  service  to 
the  City  and  territory 
outside  the  City,  other 
than  the  port  and  airports 


Special  purpose  County  Agency 
authorized  to  administer 
Proposition  B  (1989)  dedicated 
sales  tax  revenues  for 
transportation. 

Use  Prop.  B  funds  to  implement 
multi-modal  transportation 
improvements  (either  through 
matching  funds  or  full  funding) 
Monitor  projects  funded  with 
Prop.  B.  dollars 
Designated  Congestion 
Management  Agency  (CMA)  for 
San  Frcncisco  and  acts  as 
strategist  for  the 
programming  of  local,  state 
and  federal  transportation 
dollars 

Develop  and  adopt  a 
Congestion  Management 
Program 

As  CMA  evaluates 
performance  of  the 
transportation  systems 
(roads,  transit,  bicycles, 
pedestrian  trips) 
As  CMA  develops  a 
Countywide  long-term  20 
year  Transportation  Plan 
As  CMA  ,  serves  as  a 
clearinghouse  and 
coordinating  body  (local  and 
regional)  for  transportation 
funding  and  planning 
information  for  al!  City 
Departments 

As  CMA  develops  forecasts 
of  future  transportation 
needs 

Lead  or  participate  in  project- 
specific  transportation 
planning  studies. 


Development  of 
City's  General 
Plan  including  the 
Transportation 
Element  of  the 
General  Plan 
Environmental 
reviews  of 
development 
proposals  (for 
transportation 
impacts,  among 
others.) 
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TABLE  2 


PROP.  M  -MUNI  and  DPT  Under  a  Single  Commission 


COMMISSION 


GENERAL  MANAGER 


PARKING  &  TRAFFIC 
Approx.  800  employees 
f    BUREAU  CHIEF  | 


"Enforcement 

"Engineering 

**Parking  Authority 
(State  entity:  reports  to  its  own 
Parking  Authority  Commission 
which  has  the  same  members 
as  the  Parking  &  Traffic  Comm. 

"Fines 

"Parking  Services 
(Citation  processing,  hearings, 
residential/business  permits) 


The  existing  Public  Trans- 
portation Commission  and 
2  additional  appointments 
by  the  Mayor  for  a  total 
of  7  members 


Personnel,  Purchasing, 
Finance,  Capital  prograrr 
Strategic  planning  


PUBLIC  TRANSIT  (MUNI) 

Approx.  3,400  employees 
i      BUREAU  CHIEF  j 


"Operations 
(Muni  Metro,  Streetcars, 
Trolley  Buses,  D;esel 
Buses,  Caole  Cars, 
Paratransit  services) 

"Finance 

"Engineering  and 
Construction 

"Maintenance 

"Security 


NOTE:  A  merger  of  the  Parking  &  Traffic 
and  Public  Transit  Commissions  could 
not  affect  the  powers  of  the  Parking 
Authority. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


OFFICE  OF  THE  LEGISLA  WW  W  \\  \  S  I 
Gail  Feldman,  Chief  Legislative  \nal\si 


41  Library 

lOOLarkin  Street  Govt  Informal!.. 


EXECUTIVE  SUMMARY 


Committee  Hearing:    Housing  and  Neighborhood  Services 
File  Number:  990 1 68  Residential  Rent  Control  Rights 

Hearing  Date:  March  16,  1999 


Summary  of  Proposed  Action: 

The  proposed  ordinance  amends  Section  37  of  the  San  Francisco  Administrative  Code  Residential  Rent  Stabilization  and 
Arbitration  Ordinance  (the  "Rent  Ordinance")  to  define  occupancy  under  a  sublet  or  assignment.  This  ordinance  expands 
the  definition  of  "Housing  Services"  to  include  the  right  to  have  a  specific  number  of  occupants  in  a  rental  unit,  whether 
that  right  is  express  or  implied,  and  whether  or  not  a  rental  agreement  prohibits  subletting  or  assignment.  This  measure 
also  provides  that,  notwithstanding  any  lease  provision  to  the  contrary,  so  long  as  a  tenant  maintains  residency  in  a  unit, 
the  landlord  shall  not  unreasonably  withhold  the  tenant's  right  to  sublet  that  unit  and  endeavor  to  recover  possession  of 
that  unit. 


1.  Approve  the  proposed  ordinance  to  extend  protections  for  tenants  who  wish  to  sublet  or  assign  rental  units  under  the 
terms  provided  by  this  measure. 

2.  Amend  the  proposed  legislation  by  directing  the  City  Attorney's  Office  to  further  clarify  issues  raised  above 
regarding: 

a)  Establishing  criteria  for  determining  the  standard/criteria  for  actions  that  constitute  an  unreasonable  withholding 
of  a  tenant's  right  to  sublet. 

b)  Clarifying  whether  the  City  can  set  standards  for  prohibiting  evictions  when  tenants  attempt  to  replace  roommates 
when  vacancies  occur,  and  how  those  standards  would  be  affected  by  provisions  in  Costa-Hawkins. 

3.  Determine  how  provisions  effective  as  of  January  1,  1999,  under  the  Costa-Hawkins  law  would  impact  the  ability  of 
tenants  to  file  petitions  claiming  a  decrease  in  housing  services  based  on  inability  to  sublet. 

4.  Do  not  approve  this  proposed  ordinance.  Existing  provisions  in  State  and  local  law  would  govern  the  right  of  a  tenanl 
to  sublet  or  assign. 


OPTIONS: 


DOCUMENTS  DEPT. 


MAR  1 6  1399 

SAN  FRANCISCO 
PUBLIC  LIBRARV 
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LEGISLATIVE  ANALYSIS 


Summary  of  Proposed  Action: 

The  proposed  ordinance  amends  Section  37  of  the  San  Francisco  Administrative  Code  Residential  Rent  Stabilization  and 
Arbitration  Ordinance  (the  "Rent  Ordinance")  to  define  occupancy  under  a  sublet  or  assignment.  This  ordinance  expands 
the  definition  of  "Housing  Services"  to  include  the  right  to  have  a  specific  number  of  occupants  in  a  rental  unit,  whether 
that  right  is  express  or  implied,  and  whether  or  not  a  rental  agreement  prohibits  subletting  or  assignment.  This  measure 
also  provides  that,  notwithstanding  any  lease  provision  to  the  contrary,  so  long  as  a  tenant  maintains  residency  in  a  unit, 
the  landlord  shall  not  unreasonably  withhold  the  tenant's  right  to  sublet  that  unit  and  endeavor  to  recover  possession  of 
that  unit. 

CURRENT  LAW: 

»    Part  6,  Section  6.15  Rules  and  Regulations  of  the  San  Francisco  Rent  Board: 

Provisions  applicable  since  iMarch  24,  1998  permit  the  replacement  of  tenants  if  a  landlord  has  agreed  by  written  or  oral 
agreement,  established  behavior,  or  by  waiver  to  permit  subletting  or  assignment  of  rental  units.  This  section  also 
describes  conditions  whereby  a  landlord  may  not  "unreasonably"  withhold  consent  to  sublet  or  assignment.  These  include 
prior  notice  given  by  a  tenant  to  the  landlord  requesting  the  commencement  of  a  new  tenancy,  the  tenant's  filing  of  a 
rental  application  and  meeting  qualification  criteria  for  tenancy,  and  tenant  requests  to  replace  roommates  by  an  equal 
number  of  new  tenants.  This  section  also  considers  a  landlord's  unreasonable  withholding  of  consent  to  sublet  or 
assignment  as  a  reduction  in  housing  services.  Landlords  are  also  required  to  provide  written  notification  to  replacement 
tenants  or  subtenants  that  theirs  is  not  an  original  tenancy  for  purposes  of  determining  their  allowable  rent  under  the  Rent 
Ordinance. 

Provisions  applicable  to  rental  agreements  established  as  of  May  25,  1998  address  tenants  whose  rental  agreements,  at  the 
commencement  of  the  tenancy,  fully  disclose  a  landlord's  enforceable  absolute  prohibition  against  subletting  or 
assignment,  and  state  that  breach  of  such  contract  shall  constitute  grounds  for  termination  (of  tenanc>).  Additional 
provisions  permit  landlords  who  reside  in  the  same  rental  unit  as  their  tenants  ("Master  Tenants),  but  are  not  owners  of 
that  property,  to  evict  those  tenants  without  just  case  only  if  such  authority  has  been  disclosed  to  the  tenant  prior  to  the 
commencement  of  the  tenancy. 

*    Costa-Hawkins  Rental  Housing  Act  (California  Civil  Code  Section  1954.53) 

Beginning  January  1,  1999,  provisions  in  the  Costa-Hawkins  Act  curtail  the  ability  of  cities  such  as  San  Francisco  to 
enforce  rent  control.  This  state  law  is  not  intended  to  preclude  express  establishment  in  a  lease  or  rental  agreement  of  the 
rental  rates  applicable  in  the  event  that  a  rental  unit  is  sublet.  In  addition,  the  Costa-Hawkins  Act  does  not  prevent  an 
owner  from  enforcing  a  covenant  in  the  rental  agreement  that  prohibits  a  sublease  or  assignment.  San  Francisco  still 
needs  to  determine  the  full  effect  of  this  law  on  subletting  and  assignments,  particularly  as  it  impacts  rental  units  that  are 
affected  by  the  City's  Rent  Ordinance. 


BACKGROUND: 

A  scarcity  of  affordable  rental  units  has  created  a  tight  rental  market  in  San  Francisco.  Current  vacancy  rates  have  been 
reported  by  Metro  Rent  and  other  housing  analysts  at  less  than  1  percent.  These  low  vacancy  rates,  accompanied  by  high 
rents,  have  forced  some  tenants  to  rely  on  co-tenancy  arrangements  and  sub-letting  as  a  way  of  maintaining  affordability 
in  the  rental  market.  In  recent  years,  disputes  have  erupted  between  tenants  and  landlords  over  the  right  of  tenants  to 
sublet  or  assign  rental  units  which  are  subject  to  the  Rent  Ordinance  and  therefore,  being  rented  at  rates  which  are  below 
prevailing  market  rates  for  San  Francisco. 

The  Rent  Board  states  that  whereas  in  the  past,  landlords  and  tenants  have  been  able  to  forge  agreements  regarding  sub- 
tenancies, that  is  no  longer  the  case.  The  staff  at  the  Rent  Board  reports  that  in  the  past  year  it  has  witnessed  an 
unprecedented  increase  in  tenant  filings  disputing  lease  terms  which  contain  absolute  prohibitions  against  sub-letting  or 
assignment. 
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Tenant  advocates  have  expressed  their  concerns  over  such  prohibitions,  which  they  believe,  make  rental  units 
unaffordable  for  tenants  whose  means  of  residency  in  San  Francisco  is  through  shared  rentals  with  roommate  v  In 
response,  landlords  complain  that  the  growing  trend  toward  "revolving  tenancies"  whereby  tenants  are  constant!) 
changing  roommates,  have  left  landlords  unable  to  monitor  and  control  the  flow  of  individuals  who  assume  tenancy  in 
their  units  without  lawful  rental  agreements. 

Early  in  1998,  the  Rent  Board  took  action  to  address  the  problem  of  subletting  by  holding  hearings  in  which  both  landlord 
groups  and  tenant  advocates  participated.  At  the  culmination  of  these  hearings,  new  provisions  in  Section  6. 1 5  were 
added  to  the  Rent  Board's  Rules  and  Regulations  to  address  subletting  and  assignment  of  rental  units.  These  pro\  isions 
have  already  been  discussed  above. 

POLICY  ISSUES: 

1.  Identifying  the  Controversy  over  Subletting  and  Assignment 

The  Rent  Board  estimates  that  at  least  15  to  20  percent  of  petitions  filed  by  tenants  in  the  past  year  resulted  from  lease 
provisions  that  contain  absolute  prohibitions  against  subletting. 

Tenant  advocates,  such  as  the  San  Francisco  Tenants  Union,  the  Housing  Rights  Committee  of  San  Francisco,  and  the 
Tenderloin  Housing  Clinic  support  legislative  efforts  aimed  at  protecting  tenants  from  adverse  lease  terms,  such  as  those 
prohibiting  tenants  from  replacing  roommates.  They  state  that  the  City  must  address  a  disturbing  trend  among  some 
landlords  who  provide  tenants  with  rental  agreements  that  contain  absolute  prohibitions  against  subletting. 

Landlord  representatives  such  as  the  Coalition  for  Better  Housing  and  the  San  Francisco  Apartment  Association 
believe  that  legislation  on  subletting  is  unnecessary,  particularly  since  the  Rent  Board  has  already  developed  Rules  and 
Regulations,  with  the  participation  of  both  tenant  and  landlord  groups,  to  address  any  issues  affecting  subletting.  The  - 
Francisco  Association  of  Realtors  has  added  that  any  proposed  legislation  on  this  issue  together  with  the  Rent  Board's 
Rules  and  Regulations,  while  intended  to  protect  the  rights  of  tenants,  is  likely  to  punish  landlords  who,  after  all.  ha\  e  a 
right  to  choose  tenants  they  want  to  occupy  their  rental  properties.  Property  owners  want  to  control  the  problem  of 
"revolving"  tenancies  which  they  believe  undermine  their  authority  as  landlords. 

Since  the  City  has  already  established  criteria  for  lawful  tenancies,  it  will  need  to  determine  if  further  regulation  is 
needed  to  address  the  issue  of  subletting  as  it  affects  rental  agreements  that  contain  absolute  prohibitions  again>t 
subletting. 

2.  Claiming  the  Right  to  Sublet  or  Assignment  as  a  Housing  Service 

Section  37.2(g)  of  the  Rent  Ordinance  describes  housing  services  which  may  be  offered  by  landlords  to  tenants  at  the 
commencement  of  tenancy.  These  include  repairs,  maintenance  of  the  property,  facilities,  benefits,  and  privileges  that 
may  be  associated  with  use  of  that  unit.  The  proposed  legislation  would  also  include  a  tenant's  right  to  sublet  or 
assignment  as  a  housing  service. 

Permitting  tenants  v/ho  wish  to  claim  a  decrease  in  housing  services  based  on  subletting  would  not  exactly  ere; 
policy  for  the  City.  According  to  the  Rent  Board,  tenants  can  already  file  petitions  when  they  believe  that  landlords  have 
unreasonably  withheld  consent  to  subletting.  Under  those  conditions,  a  favorable  decision  by  the  Rent  Board  can  result  in 
the  lowering  of  a  tenant's  rent  by  an  amount  that  is  proportional  to  the  value  of  the  lost  service. 

It  appears  then  that  this  proposed  legislation  would  merely  codify  what  is  already  in  place  in  Section  6.15d  of  the  Rent 
Board's  Rules  and  Regulations.  However,  even  though  the  City  has  already  extended  this  right  to  qualifying  tenants,  the 
City  Attorney's  Office  and/or  the  Rent  Board  will  still  need  to  clarify  whether,  based  on  new  and  complex  requirements 
under  Costa-Hawkins,  tenants  would  still  be  able  to  continue  filing  petitions  alleging  decreased  housing  service^. 
Additionally,  the  City  will  need  to  provide  criteria  under  which  those  tenants  living  in  units  that  are  affected  b>  die  I 
Hawkins  lav/  would  be  able  to  file  those  petitions. 
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3.   Determining  Standards  for  an  Unreasonable  Withholding  to  Sublet 

The  proposed  legislation  amends  Section  37.9  of  the  Rent  Board  to  prevent  landlords  from  unreasonably  recovering 
rental  units  when  tenants  who  continue  to  occupy  those  units,  also  want  to  sublet  those  units.  The  proposed  legislation 
should  specify  conditions  that  would  qualify  as  an  "unreasonable  withholding"  by  a  landlord  either  by  incorporating  the 
seven  conditions  listed  in  Section  6.15  c  (1)  of  the  Rules  and  Regulation  or  by  setting  new  criteria.  Nevertheless,  the 
Board  should  consider  directing  the  City  Attorney's  Office  to  provide  language  in  this  legislation  that  would  specifically 
address  the  issue  of  "unreasonable  withholding"  by  a  landlord  (of  a  tenant's  right  to  sublet). 

This  section  also  refers  to  evictions  based  on  the  right  to  sublet  when  a  tenant  "continues  to  reside  in  the  rental  unit." 
However,  it  is  not  clear  whether  this  section  addresses  the  main  issue  that  has  been  identified  by  the  Rent  Board  and 
tenant  advocates,  which  is  the  inability  of  tenants,  given  new  lease  provisions  that  prohibit  subletting,  to  replace 
roommates  when  vacancies  occur.  The  Board  may  consider  directing  the  City  Attorney's  Office  to  revise  this  section  in 
order  to  clarify  whether  the  City's  intent,  under  this  section,  is  to  prohibit  evictions  when  tenants  are  specifically 
attempting  to  replace  roommates  by  an  equal  number.  Making  that  amendment  would  help  determine  if  the  City,  under 
those  circumstances,  can  exercise  its  authority  under  the  Costa-Hawkins  law  to  "regulate  or  monitor  the  basis  for 
evictions." 

OPTIONS: 

1 .  Approve  the  proposed  ordinance  to  extend  protections  for  tenants  who  wish  to  sublet  or  assign  rental  units  under  the 
terms  provided  by  this  measure. 

2.  Amend  the  proposed  legislation  by  directing  the  City  Attorney's  Office  to  further  clarify  issues  raised  above 
regarding: 

a)  Establishing  criteria  for  determining  the  standard^riteria  for  actions  that  constitute  an  unreasonable  withholding 
of  a  tenant's  right  to  sublet. 

b)  Clarifying  whether  the  City  can  set  standards  for  prohibiting  evictions  when  tenants  attempt  to  replace  roommates 
when  vacancies  occur,  and  how  those  standards  would  be  affected  by  provisions  in  Costa-Hawkins. 

3.  Determine  how  provisions  effective  as  of  January  1,  1999,  under  the  Costa-Hawkins  law  would  impact  the  ability  of 
tenants  to  file  petitions  claiming  a  decrease  in  housing  services  based  on  inability  to  sublet. 

4.  Do  not  approve  this  proposed  ordinance.  Hxisting  provisions  in  State  and  local  law  would  govern  the  right  of  a  tenant 
to  sublet  or  assign. 


Prepared  by:  Clarice  L.  Duma,  Legislative  Analyst  (tel.  415/554-7782) 


401  Van  Ness  Avenue,  Room  308  ♦  Sbn  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


MEMORANDUM 


TO: 


MEMBERS  OF  THE  LIVING  WAGE  TASK  FORCE 


FROM: 


DATE: 


CC: 


HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
STEVE  NELSON,  Director  of  Administrative  Services 

JOHN  D.R.  CLARK,  Legislative  Analyst 

MAY  12,  1999 


RE: 


OUTLINE  OF  ISSUES  &  ADMINISTRATIVE  AGENCY  COMPARISON/ 
LIVING  WAGE  ORDINANCE  (File  99-0252) 


1 .  Comparison  of  Administrative  Agencies 

TF  Member  Welch  requested,  without  objection,  a  list  of  how  other  cities  with  Living  Wage  administer 
and  enforce  their  ordinances.  Please  see  the  attached  table  which  outlines  this.  Generally,  the  function  is 
performed  within  the  purchasing  unit,  but  as  you  can  see,  there  is  great  variance.  I  am  also  gathering 
information  on  collateral  issues  such  as  the  number  of  contractor  employees  to  receive  raises,  the 
number  and  value  of  contracts  affected  and  increased  contract  cost  to  the  cities,  cost  of  enforcement  and 
administration  and  number  of  personnel  needed.  I  am  still  collecting  this  data,  but  I  have  supplied  what  I 
have  so  far  for  your  information. 

In  the  context  of  San  Francisco,  a  wide  variety  of  agencies  have  the  requisite  expertise,  or  expertise  in  a 
reasonably  close  field,  to  administer  the  ordinance. 

It  is  reasonable  to  assume  that  if  the  City  ultimately  adopts  an  ordinance  of  the  breadth  of  the  introduced 
measure  (Supervisor  Ammiano),  then  additional  staff  will  be  needed  for  any  department  to  adequately 
perform  the  enforcement  and  administration  function.  It  is  also  possible  to  create  a  new  commission  to 
oversee  this  function,  as  did  Baltimore  with  their  Wage  Commission.  Baltimore  felt  that  if  they  gave  the 
function  to  an  existing  department  it  would  become  a  "stepchild"  to  more  established  functions. 

Generally,  the  type  of  administrative  structure  selected  will  depend  on  the  level  and  extent  of 
enforcement  desired,  and  the  primary  focus  in  terms  of  contracts,  if  any.  For  example,  if  the  primary 
focus  is  human  service-related  contracts,  then  an  agency  with  that  type  of  expertise  would  work  better. 

2.  Outline  of  Issues 

TF  Chair  Illig,  without  objection,  asked  me  to  prepare  an  outline  of  issues  presented  by  Supervisor 
Ammiano's  ordinance  and  by  Living  Wage  Ordinances  in  general.  In  terms  of  method,  I  have 
constructed  a  chart  which  follows  Supervisor  Ammiano's  ordinance  section  by  section  (excluding  the 
more  ministerial  items)  making  a  comparison  of  his  ordinance  and  those  of  other  cities.  This  will 
hopefully  assist  the  Task  Force  and  the  Board  in  identifying  the  range  of  possible  policy  choices.  This 
comparison  chart  follows  the  table  on  administration.  Additionally,  I  have  also  summarized  this  issues 
chart  into  a  "brief  one-page  version  which  is  also  attached. 

3.  Ordinance  Features  Chart 

Lastly,  I  have  also  attached  is  a  two-page  chart  I  wrote  for  the  original  1998  Legislative  Analyst  Report 
on  Living  Wage.  The  second  page  of  this  chart  should  be  removed  from  the  staple  and  taped 
side-by-side  to  the  first  page,  so  the  rows  read  all  the  way  across.  This  chart  has  not  been  updated  to 
include  recently  passed  ordinances  like  Hayward  and  Dane  County,  but  does  contain  much  detailed 
information  on  ordinances  passed  up  to  that  time. 
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DETAILED  ISSUES  OUTLINE 
LIVING  WAGE  ORDINANCE 

SECTION  12N.2.  DEFINITIONS. 

ISSUE  1  -  HOUR  THRESHOLD  (Page  4) 

"Covered  Employee"  In  the  ordinance  as  presented,  employees  become  eligible  at  varying  points: 

1 .  Employees  of  a  service  contractor  become  eligible  for  any  work  on  a  covered  contract  if 
performed  in  San  Francisco; 

2.  If  outside  San  Francisco,  the  threshold  is  10  hours  per  week;  and 

3.  Employees  of  property  contractors  become  eligible  at  10  or  more  hours  per  week. 

Most  other  cities  do  not  have  any  hours  worked  threshold  at  all  for  eligibility.  Baltimore  is  the  one 
exception,  requiring  employees  to  work  8  hours  per  day  to  become  eligible  for  Living  Wage.  The  City  of 
Pasadena  cited  "labor  substitution"  as  the  reason  for  not  including  a  specific  threshold  --  this  is  the 
concern  that  employers  would  substitute  more  part-time  workers  for  full-time  workers  as  a  way  of 
avoiding  the  Living  Wage. 

ISSUE  2  -  COVERED  EMPLOYEE  EXEMPTIONS  (Pages  4-5) 

Non-profit  corporations  who  are  service  or  property  contracts  may  exclude  the  following  types  of 
employees  from  the  Living  Wage: 

1.  Employees  under  21  employed  after-school  or  in  summer; 

2.  Employees  in  a  bona  fide  training  program; 

3.  Employees  employed  less  than  90  cumulative  days  in  a  calendar  year;  and 

4.  Certain  disabled  employees. 

At  least  seven  other  cities  contain  similar  exemptions,  although  most  do  not  limit  the  exemptions  listed 
above  to  non-profit  contractors. 

ISSUE  3  -  GROUP  RA  TE  DEFINITION  (Page  5) 

By  way  of  clarification,  the  language  here  basically  means  "Kaiser  Permanente." 
ISSUE  4  -  SUBCONTRACTOR  INCLUSION  (Page  6) 

The  language  here  specifically  includes  subcontractors.  This  is  typical  in  other  cities  as  well,  to  avoid  the 
problem  of  employers  using  subcontractors  to  evade  Living  Wage.  12  of  23  surveyed  cities  have  similar 
language  in  their  ordinances. 

ISSUE  5  -  INCLUSION  OF  TENANTS  (Pages  6-7) 

This  section  specifically  includes  those  renting  and  leasing  from  the  City  under  Living  Wage  provisions. 
This  is  a  provision  unique  to  this  ordinance.  The  City  of  Oakland  has  many  tenants  who  are  covered  by 
its  living  wage  law,  but  only  those  who  have  received  development  assistance  or  other  aid,  such  as  tax 
abatements.  As  Oakland  has  a  very  active  redevelopment  incentive  program,  this  brings  in  some  3,000 
employees  under  their  Living  Wage  Ordinance.  Minneapolis  and  St.  Paul  also  have  some  tenants  under 
their  ordinances  for  the  same  reason  as  Oakland  —  recipients  of  city  financial  aid  ("CFARs")  are  subject 
to  Living  Wage.  I  am  not  aware  of  other  ordinances  which  include  tenants  paying  "market  rates"  in  their 
coverage. 

A  specific  exemption  applies  to  those  property  contractors  who  employ  five  or  fewer  employees.  Seven 
other  cities  contain  exemptions  for  small  businesses,  their  thresholds  vary  from  5  to  100  employees  in 
terms  of  what  is  considered  "small."  12  cities  do  not  exempt  small  employers  at  all.  Note,  however,  that 
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some  other  cities  do  exempt  non-profits  altogether  (regardless  of  size),  which  is  discussed  in  greater 
detail  below. 

ISSUE  6  -  SERVICE  CONTRACT  THRESHOLDS  (Pages  8-9) 

As  with  property  contracts,  this  ordinance  exempts  service  contractors  employing  five  or  fewer 
employees  ~  in  other  words,  the  entire  firm  must  have  five  or  fewer  employees  to  qualify,  not  just  those 
working  on  the  City  contract.  As  noted  above,  some  other  cities  exempt  "small"  employers  while  others 
do  not  —  there  isn't  a  consistent  pattern. 

This  section  also  places  a  $25,000  threshold  for  service  contracts.  This  is  typical  of  other  Living  Wage 
Ordinances,  although  the  amount  varies  from  "0"  to  $100,000.  Eight  cities  have  a  "0"  threshold,  three 
cities  use  $5,000,  five  cities  use  $25,000  and  one  uses  $100,000.  Of  California  cities,  $25,000  is  typical. 

SECTION  12N.3.  REQUIRED  CONTRACT  PROVISIONS 

ISSUE  7 -ANTI-RETALIATION PROVISIONS  (Page  11) 

This  section  contains  language  designed  to  protect  contractor  employees  from  retaliation,  and  is 
consistent  with  provisions  contained  in  most  other  Living  Wage  Ordinances. 

SECTION  12N.4.  LIVING  WAGE  COMPONENTS 

ISSUE  8  -  HOURLY  WAGE  (Pages  11-12) 

This  legislation  pegs  the  Living  Wage  at  $1 1  per  hour.  This  rate  is  somewhat  higher  than  other 
jurisdictions,  whose  rate  varies  from  $6.25  per  hour  in  Milwaukee  County  to  $9.50  an  hour  in  San  Jose. 
To  make  an  "apples  to  apples"  comparison  it  should  be  remembered  that  the  proposed  SF  ordinance 
requires  health  benefits  or  an  equivalent  payment  according  to  the  group  formula  —  most  other  cities  that 
have  opted  for  health  care  have  chosen  instead  to  set  two  rates  —  one  with  health  insurance  and  a  higher 
rate  without.  Using  this  comparison,  most  other  cities  are  in  the  $7.50  with-health-insurance  range.  Five 
cities  set  the  rate  by  using  the  federal  poverty  level  for  a  family  of  three  or  four  and  multiplying  this 
figure  by  100%  to  110%  and  then  dividing  by  2080  to  achieve  an  hourly  figure. 

ISSUE  9  -  COLA  (Pages  11-12) 

The  ordinance  before  you  contains  a  COLA  provision.  This  is  consistent  with  most  other  Living  Wage 
Ordinances  ~  only  six  cities  have  laws  without  a  similar  annual  adjustment. 

ISSUE  10  -  HEALTH  INSURANCE  BENEFITS  (Page  12) 

This  ordinance  requires  contractors  to  provide  a  health  benefit  or  a  cash-equivalent  amount.  Nine  other 
Living  Wage  cities,  about  half,  also  require  health  insurance  coverage.  Most  of  these  other  cities, 
however,  implemented  this  requirement  through  a  two-tier  wage  scale:  one  amount  with  health  insurance 
and  a  higher  amount  (usually  $1.25  per  hour  additional)  if  no  insurance  is  provided.  All  of  the  Living 
Wage  cities  in  California  have  included  health  insurance  requirements. 

At  the  time  of  the  original  Legislative  Analyst  Report  on  Living  Wage,  it  was  the  recommendation  of 
our  office  that  should  any  Supervisor  decide  to  propose  a  Living  Wage  Ordinance  and  should  that 
ordinance  include  health  benefits,  that  it  may  be  preferable  to  specify  a  benefit  as  opposed  to  a  specific 
dollar  amount.  In  my  investigation  of  other  cities  with  health  insurance  differentials  (i.e..  the  additional 
$1.25  per  hour),  some  dissatisfaction  was  voiced  by  the  enforcement  agencies  with  the  two-tiered  wage 
approach.  These  cities  noted  that  some  employers  preferred  to  simply  pay  the  higher  wage  so  as  to  save 
the  administrative  time  necessary,  while  in  other  instances  group  coverage  would  cost  more  than  the 
differential,  so  employees  again  preferred  to  simply  pay  the  higher  rate.  Our  office  makes  no 
recommendation  as  to  the  advisability  of  including  or  not  including  a  health  insurance  requirement,  but 
notes  that  if  the  Task  Force  wishes  to  recommend  and/or  the  Board  wishes  to  adopt  a  health  insurance 
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requirement,  it  may  be  more  effective  to  specify  a  benefit  as  opposed  to  a  dollar  figure. 

ISSUE  11  -  COMPENSATED  AND  UNCOMPENSATED  TIME  OFF  (Pages  12-13) 

The  draft  ordinance  requires  contractors  to  provide  compensated  time  off  for  either  vacation  or  sick 
leave  at  a  rate  of  1  day  per  month.  Most  other  cities  do  not  have  this  requirement,  however,  cities  in 
California  generally  have  included  this  provision.  The  12-day  requirement  is  consistent  with  ordinances 
in  Los  Angeles,  Oakland  and  West  Hollywood.  The  SF  ordinance  requires  uncompensated  time  off  in 
addition  to  the  compensated  time  off,  in  the  amount  of  ten  days  per  year  (about  8/10  of  a  day  per  month). 
This  is  also  consistent  with  requirements  in  Los  Angeles,  Oakland  and  West  Hollywood.  Jersey  City  is 
one  of  the  few  cities  outside  California  to  incorporate  time-off  requirements. 

SECTION  12N.5.  AGENCY  DESIGNATION  AND  AUTHORITY 

ISSUE  12 -AGENCY  DESIGNATION  (Page  13) 

This  ordinance  does  not  specify  which  agency  will  administer  and  enforce  the  Living  Wage.  This 
decision  is  left  to  the  Board  of  Supervisors.  About  half  of  the  other  cities  specifically  designate  a 
department  or  official  to  enforce  their  ordinance,  but  the  others  are  written  similarly  to  Supervisor 
Ammiano's  text.  In  my  observation  of  San  Francisco  ordinances,  there  is  no  consistent  practice  as  to 
agency  designation.  Please  also  see  the  table  comparing  the  designation  of  administrative  agencies. 

SECTION  12N.6.  WAIVERS  BY  THE  AGENCY 

ISSUE  13  -  GENERAL  WAIVERS  (Pages  13-14) 

Most  other  ordinances  have  language  similar  to  this,  allowing  a  waiver  if  unusual  circumstances  present 
themselves. 

SECTION  12N.7.  ADDITIONAL  WAIVERS  BY  THE  AGENCY  -  NONPROFIT 
ISSUE  14  -  NON-PROFIT  WAIVERS  (Page  15) 

Eight  other  cities  specifically  exempt  non-profit  organizations  completely  from  Living  Wage:  Chicago, 
Cook  County,  Durham,  Los  Angeles  (read  on),  Madison,  New  Haven,  New  York  and  West  Hollywood. 
In  California,  Oakland,  Hayward  and  Pasadena  have  chosen  to  include  non-profits  in  their  coverage.  The 
waiver  process  included  in  this  language  is  similar  to  the  approach  used  in  the  Twin  Cities,  which  also 
have  a  relatively  high  threshold  for  coverage  for  CFARs  ~  $100,000.  Los  Angeles  exempts  non-profits 
provided  that  the  head  of  the  non-profit  is  not  paid  at  a  ratio  that  is  too  high  in  comparison  with  the 
lowest  paid  employee.  This  ratio  test  is  replicated  in  the  SF  ordinance  as  one  of  the  requirements  for  a 
waiver. 

SECTION  20.58.6.  USE  OF  THE  LIVING  WAGE  TO  CALCULATE  REQUIRED  HOURS  OF 
SERVICE 

ISSUE  15  -  GENERAL  ASSISTANCE  WORKERS  (Page  1 7) 

General  assistance  workers  receive  credit  for  the  hours  they  work  in  exchange  for  their  GA  check  ~  the 
current  requirement  is  1 1  hours  per  week.  Presently,  GA  workers'  monthly  check  is  divided  by  the 
minimum  wage  in  order  to  arrive  at  the  number  of  "credit  hours"  they  will  earn.  This  section  of  the 
proposed  ordinance  will  reduce  the  credit  GA  recipients  receive  for  their  work  (and  reduce  their  work 
requirement)  as  their  monthly  check  will  now  be  divided  by  $  1 1 . 
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1.  IS  THERE  AN  HOURS  WORKED  THRESHOLD? 


(None,  10  hours,  20  hours,  etc.) 
y'  2.  WHO'S  COVERED? 

(All  contractors,  for-profit  only,  CFARs,  etc.) 

3.  IS  THERE  A  CONTRACT  AMOUNT  THRESHOLD? 
(None,  $5000,  $10000,  $25000,  $100000,  etc.) 

4.  ARE  TENANTS  PAYING  MARKET  RATE  INCLUDED? 
(Yes  or  No) 

5.  ARE  CFARs  INCLUDED? 
(Yes  or  No) 

6.  WHAT  IS  THE  HOURLY  WAGE? 
($7.50,  $8.00,  $8.50,  $9.50,  $11,  etc.) 

7.  IS  THERE  A  COLA? 
(Yes  or  No) 

x  8.  IS  HEALTH  CARE  COVERAGE  REQUIRED? 
(If  Yes,  $1.25,  $1.50,  formula,  etc.) 

9.  IS  TIME  OFF  FOR  WORKERS  REQUIRED? 
(Yes  or  No,  compensated  or  uncompensated  or  both) 

10.  AGENCY  DESIGNATION? 

(Is  the  administration  and  enforcement  agency  specifically  stated?) 

1 1 .  IS  THERE  A  WAIVER  PROCESS? 
(What  are  the  waiver  criteria?) 


Comparison  of  Agency  Designations 


CITY 

ENFORCING 

NUMBER  OF 

NUMBER  OF 

COST  TO 

NUMBER  OF 

AGENCY 

CONTRACTOR 

CONTRACTS 

JURISDICTION  TO 

EMPLOYEES 

EMPLOYEES 

or 

ENFORCE/ADMINISTER 

DIRECTLY 
AFFECTED 

INCREASED 
CONTRACT 
COST  TO 
CITY 

NEEDED  TO 

ENFORCE/ 

ADMINISTER 
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Baltimore 

Wage 

Commission 

Some  increase 
(see  note  1) 

4 

Boston 

Dept.  of  Jobs 
&  Community 
Services  (like 
our  DHS) 

Less  than  $  1 
million  in 
contracts  meet 
criteria 

"Complaint  driven" 

1 

Chicago 

Purchasing 
Agent 

Cook 
County 

Purchasing 
Agent 

Dane 
County 

Purchasing 
Division  of 
Dept.  of 
Administration 

$411,000/300 
contracts 

"Complaint  driven" 

None 

Duluth 

Planning  & 

Development 

Dept. 

Durham 

City  Manager 

$30,000/11 
contracts/ 
$380,000  in 
contract  value 

Hayward 

City  Manager 

30  to  75 

$75,000  to 
160,000 

Hudson 
County 

Jersey  City 

Finance 
Department 

Los 

Angeles 

DPW  Bureau 
of  Contract 
Administration 

3,100  to  3,800 

$21  million/ 
2,000  contracts/ 

$1  billion  in 
contract  value 

6 

Madison 

Each 

enforces  its 
own  contracts 

50+ 

$74,000/200 
contracts/$8 
mil.  in  contract 
val. 

"Complaint  driven" 

None 

Milwaukee 

DPW  or 
Standards  & 
Procurement 
Division 

Dept.  of 
Administration 

"Complaint  driven" 

Milwaukee 
County 

Dept.  of 
Administration 

$15  million 

"Complaint  driven" 

Minneapolis 

Coordinator 
(like  our  CAO) 

None  the  first 
year. 

New  Haven 

City  Controller 
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New  York 
City 

City 

Comptroller 

3,000 

$15  million/$51 
million  in 
contract  value 

Oakland 

City  Manager 

up  to  3,500  (see 
note  2) 

$243,000 

$  1 75,000 

1.5 

Pasadena 

Purchasing 
Division  of  the 
Finance  Dept. 

$320,000/ 
100  contracts 

"Negligible" 

None 

Philadelphia 

Labor 

Standards  Unit 

Portland 

Each  bureau 
enforces  its 
own  contracts 

"Complaint  driven" 

St.  Paul 

Planning  & 
Economic 
Development 
Dept. 

"Complaint  driven" 

San  Jose 

City  Manager 

500  to  600 

$500,000/260 
contracts/$36 
million  in 
contract  value 

$254,000 

4 

Hollywood 

City  Manager 

NOTES: 


1.  The  Preamble  Study  of  the  Baltimore  Ordinance  indicated  little  or  no  cost  impact.  This  is  consistent 
with  what  I  was  told  by  the  Executive  Director  of  the  Wage  Commission.  However,  the  Employment 
Policy  Institute  criticized  the  Preamble  Study,  feeling  their  methodology  was  flawed.  Also  note  that  in 
the  past  few  months  Baltimore  bid  out  janitorial  contracts  for  a  number  of  locations,  and  these  bids  came 
in  higher  than  prior  contracts  with  essentially  the  same  specifications. 

2.  Oakland  does  much  in  the  way  of  redevelopment,  providing  significant  development  assistance  to 
businesses  which  can  provide  jobs  for  local  residents.  Firms  receiving  this  kind  of  assistance  are  subject 
to  their  Living  Wage  Ordinance,  and  this  explains  the  very  high  number  of  employees  who  will  or  have 
received  a  raise.  Most  of  these  employees  are  in  the  retail,  food  service  and  entertainment  (e.g.,  Movie 
Houses)  industries. 

[Report  prepared  by  JOHN  D.R.  CLARK] 
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Memorandum 


RE: 


TO: 
CC: 
FROM: 
DATE: 


Members  of  the  Living  Wage  Task  Force 
Honorable  Members  of  the  Board  of  Supervisors 
John  Clark,  Legislative  Analyst;  554-7781 
June  16,  1999 

Brief  Analysis  of  "Living  Wages  and  the  San  Francisco  Economy:  The  Benefits  and 
Costs,"  by  Michael  Reich,  UC  Berkeley  Institute  of  Industrial  Relations  (First  Release) 
(see  also  File  99-0252) 


Introduction 

UC  Berkeley  Economist  Michael  Reich  has  released  a  study  that  looks  at  macro-level  impacts  of 
Supervisor  Ammiano's  proposed  Living  Wage  Ordinance  (File  99-0252).  Although  it  has  been  reported 
that  this  was  study  was  commissioned  by  or  at  the  behest  of  labor  groups,  Dr.  Reich  indicates  that  while 
he  maintains  close  relationships  with  various  unions  this  study  is  an  independent  effort  initiated  by  him. 

Dr.  Reich  began  this  study  several  months  ago.  At  that  time,  the  results  of  the  Purchaser's  survey  were 
not  available  (the  results  have  only  been  released  this  week),  this  made  necessary  the  use  of  various 
surrogate  data  sources  by  Dr.  Reich,  primarily  federal  and  state  statistics.  Dr.  Reich  notes  in  his  report 
that  in  some  cases  these  data  sources  may  not  be  the  best  available  or  most  representative,  however,  he 
also  notes  that  in  some  cases  these  sources  may  be  better  than  self-reported  contractor  information  (i.e.. 
less  potential  self-interest  bias).  Also  note  that  this  release  does  not  analyze  any  issues  relating  to 
property  contractors  (tenants,  concessionaires),  Dr.  Reich  anticipates  discussing  this  issue  in  a  later 


The  purpose  of  this  brief  memorandum  is  not  to  analyze  the  report  in  depth,  rather,  the  goal  is  to  point 
out  some  key  assumptions  and  issues  that  the  Board  and  Living  Wage  Task  Force  should  be  made  aware 
|  of.  Below  is  my  analysis  of  select  issues  which  follows  Dr.  Reich's  report  section-by-section.  In  several 
cases,  Dr.  Reich  discusses  the  same  or  similar  issues  in  several  sections,  generally,  I  have  analyzed  these 
issues  the  first  time  they  have  arisen. 

Living  Wages,  Pay  Rates  and  Inequality  Trends  in  San  Francisco  (Pages  5-8) 

This  section  accurately  describes  the  concepts  of  Living  Wage.  Dr.  Reich  concurs  with  our  office's  prior 
conclusion  that  Supervisor  Ammiano's  ordinance  is  broader  than  those  introduced  in  other  cities.  At  the 
bottom  of  page  2,  Dr.  Reich  cites  federal  statistics  indicating  that  3 1.5%  of  Bay  Area  wage  earners 
earned  less  than  the  proposed  $11  per  hour.  While  this  figure  is  correct,  it  is  possible  that  the  figure  for 
San  Francisco  may  be  different  -  i.e.,  workers  in  San  Francisco  may  be  somewhat  better  paid  than  those 
in  the  Bay  Area  as  a  whole.  On  the  same  page,  note  that  several  other  cities  have  included  non-profits  in 
their  Living  Wage  laws,  however,  it  is  correct  to  note  that  these  other  cities  (about  6)  have  very  few 
non-profit  contractors  relative  to  San  Francisco. 

On  page  6,  Dr.  Reich  discusses  the  issue  of  household  size  and  wage  levels  needed  to  live  in  San 
Francisco.  It  is  possible  to  take  slight  issue  with  the  assumption  that  the  appropriate  Living  Wage  level 
is  benchmarked  to  one  working  adult  and  one  child.  No  one  has  yet  analyzed  the  composition  of 
employees  of  City  contractors  to  determine  the  validity  of  this  assumption.  Given  that  around  40%  of 
San  Francisco  households  consist  of  single  persons,  the  one  adult  plus  one  child  figure  may  not  be  the 
most  reflective.  This  page  also  cites  the  frequently  used  $14.50  figure  developed  by  Wider  Opportunities 
for  Women  and  subsequently  cited  by  ABAG  and  Dr.  Reich. 

While  the  $14.50  figure  may  be  descriptive,  I  have  not  been  able  to  confirm  WOW's  methodology.  This 
issue  is  also  somewhat  subjective,  as  one  person's  needed  wage  level  may  be  different  than  another 
)   person's  (as  Dr.  Reich  too  notes).  The  WOW  figure  includes  several  assumptions,  such  as  the  rental  of  a 
separate  apartment  or  living  unit  and  the  payment  of  child  care  costs  for  pre-teen  children.  There  are 
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many  San  Franciscans  who  live  in  shared  housing  situations,  similarly,  child  care  is  sometimes  provided 
by  siblings,  parents  and  others  at  a  cost  less  than  the  WOW  figure.  This  is  not  to  say  that  such 
accommodations  are  desirable,  but  to  indicate  that  such  practices  are  common  in  San  Francisco  and 
could  affect  the  necessary  wage  level.  Thus  it  comes  down  to  a  policy  decision  by  the  Board  and  the 
Mayor  as  to  what  is  essential  for  "living"  in  order  to  determine  the  ultimate  wage  level. 

Also  note  on  this  page  that  no  one  has  yet  determined  or  estimated  the  percentage  of  covered  workers 
who  live  in  the  City  versus  those  in  neighboring  counties.  Dr.  Reich's  study  cites  1990  Census  data 
indicating  73.5%  of  low  wage  workers  (under  $1 1)  in  San  Francisco  also  lived  in  the  City,  he  adjusts 
this  figure  to  70%  to  be  more  conservative.  It  is  possible  that  this  figure  may  be  lower  than  70%,  due  to 
San  Francisco's  disastrous  increases  in  real  estate  and  rental  costs,  much  of  which  has  taken  place  since 
data  was  collected  for  the  1990  Census.  While  this  doesn't  necessarily  change  the  argument  in  favor  of 
Living  Wage,  it  may  be  appropriate  for  policy  makers  to  take  into  account  the  relative  benefit  to  San 
Franciscans  versus  those  in  alien  counties. 

On  page  7,  Dr.  Reich  discusses  issues  related  to  minimum  wage  and  "business  flight."  The  conclusion 
that  municipal  living  wage  laws  avoid  the  business  flight  problem  inherent  in  minimum  wage  raises  has 
not  been  adequately  researched.  It  is  possible  that  some  contractors  faced  with  Living  Wage  (LW)  will 
simply  cease  operating  on  City  contracts  and  may  indeed  locate  elsewhere.  Theoretically,  the  City  can 
substitute  other  contractors  willing  to  pay  LW,  but  this  may  lead  to  higher  costs.  Also,  if  contractors 
decide  to  not  only  decline  to  work  on  City  contracts  but  to  also  relocate,  some  additional  job  loss  may 
occur.  This  effect  has  not  been  observed  on  a  widespread  basis  in  other  LW  cities,  however. 

The  footnotes  on  page  7  (note  4)  discusses  the  outsourcing  issue.  This  has  not  been  widely  discussed  in 
any  LW  reports  the  Board  and  Task  Force  has  received  thus  far  (It  is  mentioned  briefly  in  the  1 1/98 
report),  which  may  be  giving  this  matter  short  shrift.  The  very  earliest  LW  advocacy  materials  cited  the 
outsourcing  of  public  sector  jobs  as  a  main  reason  for  adopting  LW.  Unions  in  Baltimore,  Boston, 
Philadelphia  and  elsewhere  have  argued  that  adopting  LW  lessens  the  incentive  for  cities  to  contract  out 
public  services  because  most  savings  from  contracting  out  have  come  from  lower  salaries  (and  not 
increased  efficiency,  etc.)  While  this  argument  may  not  always  apply,  it  has  been  observed  in  other 
jurisdictions  that  contracting-out  savings  do  indeed  often  result  primarily  from  lower  salaries.  Dr.  Reich 
generally  concurs  in  the  assessment. 

Scope  and  Methods  of  this  Study  (Pages  9-10) 

As  noted  above,  Dr.  Reich  did  not  have  the  Purchaser's  data  or  access  to  direct  contractor  information, 
so  his  baseline  data  is  instead  derived  from  federal  and  state  sources  as  well  as  business  information 
services.  Using  the  Controller's  list  of  service  contractors,  Dr.  Reich  estimated  effects  of  Supervisor 
Ammiano's  ordinance  using  these  data  sources  by  allocating  contractors  into  the  most  reasonable 
Standard  Industrial  Classification  (SIC)  code,  which  then  allows  data  from  federal  and  private  sources  to 
be  extracted.  Dr.  Reich's  study  excluded  contracts  that  appeared  to  be  not  covered  by  the  proposed 
ordinance  (e.g.,  under  $25,000,  fewer  than  5  employees,  etc.)  Dr.  Reich  notes  the  difficulty  in  doing  this 
accurately  given  his  data  sources,  so  he  has  erred  on  the  side  of  including  rather  than  excluding,  which 
would  tend  to  increase  the  impact. 

Dr.  Reich's  methodology  is  consistent  with  standard  social  science  research  practices.  It  is  possible  that 
actual  figures  vary  from  what  these  data  sources  have  produced.  One  reason  is  that  SIC  codes  are  most 
accurate  for  well-established  manufacturing,  sales  and  extractive  industries  and  are  more  limited  in  their 
usefulness  when  applied  to  many  for-profit  and  non-profit  organizations  that  carry  a  SIC  category  of 
"other,"  which  lumps  them  in  with  many  unrelated  enterprises  ~  Dr.  Reich  noted  that  about  a  quarter  of 
contracts  fall  into  this  category.  Similarly,  data  collected  by  business  information  services  usually  relies 
on  self-reporting  (as  well  as  government  filings)  and  sometimes  have  significant  inaccuracies,  especially 
as  to  employee  counts.  Dr.  Reich  believes  that  in  some  cases  the  inaccuracies  introduced  via  these 
surrogate  data  sources  work  in  opposite  directions  and  thus  cancel  each  other  to  some  degree. 

The  Benefit  Analysis  (Pages  11-16) 
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On  page  1 1,  paragraph  2,  again  note  that  Dr.  Reich's  figures  of  benefit  are  based  on  average  worker 
hours,  average  wages  in  a  given  sector  and  that  sector's  average  labor  cost  ratio.  This  may  produce 
figures  considerably  at  variance  with  actual  results,  as  it  is  not  certain  that  City  contractor  employees 
resemble  these  averages.  Hopefully,  Dr.  Protopan's  study  will  answer  this  definitively  through  the  use  of 
Purchaser's  data  and  his  own  sampling. 

On  the  same  page,  Dr.  Reich  estimates  the  health  coverage  cost  at  $1.50  per  hour.  My  figures  based  on 
meetings  with  Kaiser,  produce  a  lesser  figure.  I  believe  the  cost  per  hour  (based  on  160  hours  per 
month),  using  the  current  ordinance's  language,  would  be  about  $1.  To  be  conservative,  I  think  $1  to 
1.25  per  hour  would  be  a  safe  estimate.  On  page  12,  Dr.  Reich  makes  the  assumption  that  those 
employees  who  have  health  coverage  elsewhere  would  not  receive  additional  emoluments  and  thus 
reduce  the  cost  impact.  Dr.  Reich  has  assured  me  that  this  is  an  error,  ERISA  prohibits  doing  this.  As 
you  have  been  made  aware,  employees  receive  either  the  health  coverage  or  the  cash  according  to  the 
bill's  formula. 

On  page  14,  Dr.  Reich  assumes  that  a  LW  will  result  in  some  "wage  push"  for  workers  already  at  or  near 
$11,  and  some  compression  of  wage  rates  as  the  upward  push  will  not  "carry-through"  completely. 
Based  on  what  has  been  seen  thus  far  in  other  cities,  this  estimate  is  reasonable  at  the  level  estimated  by 
Dr.  Reich,  which  is  about  15  to  20%  on  top  of  the  mandated  wage  increase. 

Lastly  in  this  section,  the  multiplier  effect  in  the  local  economy  may  be  somewhat  lower  than  estimated 
by  Dr.  Reich,  again  because  the  proportion  of  lower  wage  residents  living  outside  the  City  has  risen.  Dr. 
Protopan's  study  may  clarify  this.  In  that  same  vein,  it  is  important  to  note  that  while  the  multiplier 
effect  benefits  the  City  economy  as  a  whole  (which  is  the  focus  of  Dr.  Reich's  study),  the  recapture  by 
the  City  of  those  effects  in  the  form  of  sales  tax,  payroll  tax,  etc.,  will  be  considerably  less  than  the 
estimated  $21  million  overall  net  benefit.  In  note  16,  Dr.  Reich  adds  that  both  the  Pollin  and  Sander 
studies  of  the  LA  ordinance  predict  little  or  no  multiplier,  Dr.  Reich  feels  we  may  be  different  because  of 
including  home  health  care  workers  and  the  higher  proportion  of  the  labor  force  that  will  be  affected. 
Whether  or  not  this  is  true  depends  on  a  variety  of  unsettled  factors  including  pending  state  legislation 
affecting  home  health  care  (which  Dr.  Reich  acknowledges). 

The  Cost  Analysis  (Pages  17-21) 

On  page  17,  note  the  contradiction  between  the  last  paragraph  and  note  18,  discussing  wage  dispersal 
differences  between  for-profit  and  non-profit  firms  —  Table  13  shows  that  for-profit  firms  generally  pay 
lower  wages,  but  note  18  adds  that  when  one  looks  at  $1 1  and  below  jobs,  there  is  little  difference 
between  for-profits  and  non-profits,  which  is  logical  given  that  at  lower  wage  levels  there  is  less  ability 
for  other  factors  to  "make  up"  for  wage  dispersal. 

On  page  18,  Dr.  Reich  asserts  that  DPH  estimates  of  impact  on  their  department  are  very  much  in  line 
with  his.  It  is  my  understanding  that  DPH's  estimates  were  at  best  somewhat  cursory  ~  more  in  depth 
analysis  needs  to  be  done  before  definitively  drawing  this  conclusion. 

On  the  bottom  of  the  same  page,  Dr.  Reich  concludes  that  most  of  the  increased  cost  will  be  "passed 
through"  in  terms  of  non-profits,  and  about  1/3  of  cost  increases  will  be  passed  through  for  for-profits, 
citing  follow-up  studies  of  Baltimore  and  LA.  This  is  true  insofar  as  the  first  few  years  have  found 
relatively  modest  pass-throughs  in  terms  of  for-profits.  Baltimore  has,  however,  found  some  cost 
increases  this  year  (after  the  study)  in  a  number  of  their  contracts,  which  they  attribute  to  Living  Wage. 
It  may  be  premature  to  conclude  that  the  "pass-through"  impact  from  for-profit  contracts  would  be 
around  1/3  of  the  total  impact.  There  are  several  reasons  for  this.  One  is  that  many  covered  contracts  in 
LA  and  some  in  Baltimore  were  multi-year  and  have  only  recently  (if  at  all)  come  under  Living  Wage, 
thus  it  may  take  several  years  to  correctly  assess  the  impact.  Another  is  that  some  firms  may  stick  with 
the  city  (any  LW  city)  "one  more  year"  to  see  if  they  can  make  adequate  productivity  and  labor 
substitution  improvements  to  allow  for  the  higher  wage,  then,  if  this  turns  out  not  to  be  the  case,  they 
may  either  drop  out  of  the  bidder's  pool  or  bid  higher  prices.  This  effect  would  also  introduce  some 
delay  in  impact  assessment. 
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Again  note  that  San  Francisco  is  not  alone  in  covering  non-profits  with  Living  Wage,  but  our  proposed 
bill  certainly  covers  many  more  than  in  other  cities.  In  this  section  Dr.  Reich  also  discusses  the  effects 
on  in-home  health  care  workers.  I  have  not  had  adequate  time  in  this  memorandum  to  independently 
assess  these  effects. 

Some  Limitations  of  this  Study 

It  should  be  strongly  noted  that  Dr.  Reich  in  this  section  acknowledges  most  of  my  criticisms.  His  study 
was  necessarily  limited  in  some  ways  due  to  the  availability  (or  lack  thereof)  of  certain  critical  data, 
most  particularly  specific  contractor  employee  information,  some  of  which  will  now  be  available  with 
the  release  of  the  Purchaser's  study. 

There  is  not  yet  convincing  evidence  to  support  Dr.  Reich's  conclusion  that  there  will  be  little  "equal 
pay"  pressure  among  contractors  who  pay  their  SF  contractor  employees  one  rate  while  paying  their 
non-SF  employees  doing  identical  work  a  lower  rate.  While  this  is  a  common  practice  in  the 
construction  industry,  it  is  unusual,  to  my  knowledge,  among  non-profits  and  many  for-profit  service 
contractors.  There  may  be  considerable  pressure  brought  to  bear  on  these  employers  by  the  non-SF 
employees,  but,  as  noted,  there  is  little  actual  research  on  this  issue. 

Conclusion 

Overall,  based  on  my  knowledge  of  this  area,  I  find  Dr.  Reich's  methodology  sound.  I  do,  however,  feel 
that  some  conclusions  drawn  in  this  report  are  based  on  assumptions  and  data  that  may  be  at  some 
variance  with  actual  effects  were  this  ordinance  to  be  implemented.  This  is  due  mostly  to  limited  data 
sources  being  available  to  Dr.  Reich  and  the  fact  that  his  study  is  focused  on  macro-level  effects,  not 
City  or  contractor  effects. 

The  greatest  shortcoming  of  this  study  is  the  asserted  minimal  impact  from  the  inclusion  of  property 
contractors.  There  may  indeed  be  a  significant  cost  impact  on  both  contractors  (tenants,  etc.)  and  the 
City  in  terms  of  lower  revenues  received.  Dr.  Reich  has  made  note  of  this,  and  explicitly  states  in  his 
report  that  he  is  studying  the  property  contract  issue  in  depth  and  will  issue  a  separate  report  on  that 
issue.  It  is  reasonable  to  note  that  San  Francisco  is  very  different  than  other  LW  cities  on  this  point  not 
only  because  no  other  city  includes  "market-rate"  tenants  in  its  LW  ordinance,  but  also  because  San 
Francisco  is  so  unlike  other  city  governments:  we  operate  an  electric  utility;  produce,  distribute  and  sell 
water  to  dozens  of  jurisdictions;  we  operate  an  airport;  we  operate  a  port  which  in  turn  leases  land  to 
hundreds  of  retail  businesses;  and  we  also  operate  or  rent  out  many  dozens  of  other  properties  all  over 
the  State  of  California.  Our  impact  in  this  regard  will  far  exceed  other  cities,  if  the  present  language 
stands.  It  is  important  to  note  that  Supervisor  Ammiano  has  always  indicated  a  willingness  to  discuss 
alternatives  in  this  language. 

Prepared  6/18/99  by  John  Clark,  Office  of  the  Legislative  Analyst;  415-554-7781, 
e-mail:  john  clark@ci.sf.ca.us 
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1 0:  Honorable  Members  of  the  Board  of  Supervisors 

FROM:  Clarice  Duma,  Sr.  Legislative  Analyst 

Carol  Roos,  Sr.  Legislative  Analyst 
HEARING:  Rules  Committee 

HEARING  DATE:    June  2 1 ,  1 999 

RE:  PROPOSED  CHARTER  AMENDMENT  CREATING  A  MUNICIPAL 

TRANSPORTATION  AGENCY  (MTA) 

EXECUTIVE  SUMMARY 

The  proposed  Charter  Amendment  would  consolidate  within  a  single  new  agency,  the  Municipal 
Transportation  Agency  (MTA),  the  funding  and  functions  of  the  Municipal  Railway  (Muni)  and  the 
Department  of  Parking  and  Traffic  (DPT),  including  operations,  citywide  traffic  flow,  parking  fine 
collection,  parking  garages  and  traffic  engineering.  The  MTA  would  be  largely  responsible  for  personnel 
and  purchasing  functions  now  performed  by  other  City  departments  such  as  the  Human  Resources  and 
the  Purchasing  Departments.  Specialized  functions  such  as  legal  and  financial  matters  would  continue  to 
be  performed  by  the  City  Attorney  and  the  Controller,  respectively.  The  proposed  amendments  also 
establish  service  standards  and  accountability  provisions,  and  modify  the  City's  Transit  First  Policy. 


SUMMARY  OF  REQUESTED  ACTION: 


This  report  has  been  prepared  pursuant  to  a  request  of  the  Board  of  Supervisors  (the  "Board")  for 
analysis  of  proposed  current  year  Charter  Amendments.  Issues  relating  to  fiscal  impact  are  not  discussed 
in  this  report. 

BACKGROUND: 

Concern  about  Muni  service  in  recent  years  has  resulted  in  a  number  of  attempts  to  "fix  Muni".  In  1994, 
San  Francisco  voters  approved  Proposition  M,  which  removed  Muni  from  the  San  Francisco  PUC  to  a 
new  Public  Transportation  Commission,  and  provided  for  future  incorporation  of  DPT.  During  this  time, 
Muni  experienced  a  number  of  problems  including  operating  an  aging  and  poorly  maintained  fleet  and 
infrastructure,  outdated  technology,  low  employee  morale,  changes  in  leadership,  a  poorly-funded 
agency,  and  overall  dissatisfaction  among  riders  about  Muni's  declining  service  delivery. 

In  October  1998,  Mayor  Brown  formed  the  New  Muni  Task  Force  to  evaluate  structural  and  institutional 
problems  of  Muni.  In  its  final  report,  the  task  force  recommended  restructuring  Muni  and  addressed 
issues  of  governance,  structure,  service  standards,  personnel  matters,  funding  and  budget  preparation  in  a 
restructured  organization.  The  Transportation  and  Land  Use  Committee  of  the  Board  of  Supervisors 
subsequently  heard  testimony  on  reforming  Muni  by  the  New  Muni  Task  Force  and  a  coalition  of  SPUR. 
Rescue  MUNI  and  others  in  March  1999. 


This  spring,  Supervisors  Ammiano,  Newsom,  and  Yaki  submitted  separate  Charter  .Amendments  that 
sought  to  create  a  new  organization,  the  Municipal  Transportation  Agency  (MTA).  At  the  same  time,  a 
coalition  including  SPUR,  Rescue  Muni,  and  the  Environmental  Organizing  Committee  was  circulating 
its  own  petition  to  qualify  a  ballot  initiative  that  would  create  a  new  agency.  Its  proposal  was  identical  to 
the  Newsom  proposal. 

After  a  concerted  effort  and  negotiations  by  labor  representatives  for  Muni  and  DPT  employees, 
advocates  for  Muni  reform  including  Rescue  Muni,  the  San  Francisco  Planning  and  Urban  Research 
Association  (SPUR),  and  the  Environmental  Organizing  Committee,  staff  from  the  Mayor's  Office  and 
other  City  Departments,  together  with  staff  and  members  of  the  Board  of  Superv  isors,  a  compromise 
was  reached.  On  June  14,  1999,  the  Board  of  Supervisors  introduced  the  resulting  Charter  Amendment 
which  is  the  subject  of  this  report.  This  proposed  Amendment,  if  supported  by  a  majority  of  the  Board, 
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will  be  on  the  November  2,  1999  ballot. 
SUMMARY  OF  PROPOSED  ACTIONS: 

The  proposed  Charter  Amendment  sets  forth  the  following  provisions: 

•  Creates  the  Municipal  Transportation  Agency  (MTA)  to  include  the  Municipal  Railway  and,  on  a 
phased-in  basis,  the  Department  of  Parking  and  Traffic,  as  a  separate  but  complementary  division. 
It  also  provides  for  incorporation  of  the  Taxi  Commission. 

•  Establishes  service  standards,  performance  measures  and  other  accountability  provisions. 

•  Transfers  the  responsibilities  of  the  management  of  the  human  resources  program  to  MTA, 
including  the  responsibility  for  negotiations  over  working  hours,  benefits,  and  working  conditions 
for  "service  critical"  employees. 

•  Retains  civil  service  merit  system  principles,  with  the  Civil  Service  Commission  acting  as  the 
appellate  body. 

•  Establishes  a  stable  Municipal  Transportation  Fund  and  delineates  the  Agency's  budget  process; 
regulates  fares;  and  encourages  development  of  additional  sources  of  revenue. 

•  Calls  for  independent  Municipal  Transportation  Quality  Review  and  audits. 

•  Establishes  a  Citizens  Advisory  Council. 

•  Modifies  the  City's  Transit  First  Policy. 

•  Provides  for  consistency  with  the  Charter  and  Planning  Code  related  to  Planning  and  Zoning. 

•  Provides  that  the  Agency  continue  to  use  the  services  of  the  City  Attorney  and  Controller. 

CURRENT  LAW/CHARTER  PROVISIONS: 

Muni  currently  is  a  Department  administered  like  other  City  departments.  It  operates  under  the  Public 
Transportation  Commission,  the  members  of  which  are  appointed  by  the  Mayor  subject  to  veto  by  the 
Board  of  Supervisors.  The  Director  serves  at  the  pleasure  of  the  Mayor.  Similarly,  DPT  is  a  separate 
department  with  its  own  Commission  and  Director. 

Muni's  administrative  functions  are  diffused  throughout  city  departments  including  those  performed  by 
the  Office  of  the  City  Attorney  for  legal  services,  the  Purchasing  Department  for  procurements,  the 
Department  of  Human  Resources  and  the  Civil  Service  Commission  for  personnel  and  labor  relations, 
and  some  transportation  functions  reside  with  DPT. 

Muni's  budget,  fare  levels,  and  service  changes,  including  routes  and  stops  are  currently  subject  to 
approval  by  the  Board  of  Supervisors  (the  "Board").  Funds  for  Muni  come  from  a  number  of  sources, 
including  undedicated  General  Fund  monies,  farebox  revenues,  and  dedicated  revenues  collected  by 
DPT  from  parking  meters,  garages  and  parking  fines.  Other  funding  sources  include  state  and  federal 
grants,  and  the  Transit  Impact  Development  Fee  (TIDF). 

The  proposed  Charter  amendment  would,  in  contrast,  establish  a  minimum  funding  base  in  the  General 
Fund  and  retains  dedicated  monies  such  as  those  from  DPT  and  the  TDIF,  as  well  as  funds  from  other 
sources  noted  above.  Existing  set-asides  in  DPT  monies  in  the  General  Fund,  such  as  those  for  the 
Commission  on  Aging,  would  not  be  affected. 

POLICY  ANALYSIS  /  ISSUES  ANALYSIS 

The  Municipal  Transportation  Agency:  Ensuring  Accountability 

The  proposed  Charter  Amendment  grants  the  Municipal  Transportation  Agency  ( the  "MTA"  or  the 
"Agency")  greater  power  and  authority  over  personnel  and  labor  relations,  administration,  budget  and 
funding  decisions  than  is  currently  the  case.  The  Director  would  serve  at  the  pleasure  of  the  Board  of 
Directors. 

Section  8A.103  also  establishes  standards  for  meeting  performance  and  service  delivery  goals.  Under 
this  proposed  amendment,  the  functions  and  roles  of  the  Mayor  and  the  Board  would  be  reduced, 
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particularly  in  the  budget  process.  Similarly,  the  roles  and  responsibilities  for  DHR  and  CSC  would  be 
modified.  Staff  at  CSC  state  that,  under  the  proposed  amendments,  they  would  not  be  certifying  salary 
surveys  that  apply  to  transit  employees.  DHR  would  have  a  reduced  role  in  regard  to  "service  critical" 
employee  classifications.  According  to  the  City  Attorney,  DHR  would  however,  still  administer  health 
services  for  these  employees.  At  the  request  of  the  Agency,  DHR  could  also  have  involvement  in 
>  negotiating  contracts  for  "service  critical"  employees  who  are  in  bargaining  units  that  represent  less  than 
10  percent  of  Muni's  workforce.  The  "service  critical"  workforce  which  would  be  directly  managed  by 
the  MTA  would  include  the  following  functions:  operating  and  information  services  to  the  public; 
controlling  dispatch;  maintenance;  as  well  as  supervision  and  management  of  these  functions.  Provisions 
for  modifying  the  "service  critical"  category  are  included. 

As  with  any  public  agency  that  is  granted  greater  authority,  there  are  concerns  over  issues  of  oversight 
and  accountability.  Advocates  for  Muni  reform  have  stated  that  while  recognizing  the  need  to  empower 
a  reorganized  public  transit  agency,  they  also  wanted  to  ensure  sufficient  accountability  and  controls  to 
mitigate  against  misuse  of  power.  The  proposed  amendments  provide  for  a  number  of  accountability 
measures  and  institute  mechanisms  for  oversight.  For  example,  the  Board  would  still  be  able  to  review, 
approve  or  reject  the  Agency's  budget  as  a  whole,  but  could  not  amend  it.  The  proposed  amendments  in 
the  Preamble  and  Section  8A.107  also  provide  oversight  provisions  in  the  form  of  independent  audits 
and  quality  reviews.  The  establishment  of  service  and  performance  standards  would  also  guide  the 
Agency's  activities  toward  ensuring  that  sufficient  services  were  delivered  equitably  throughout  the 
City's  neighborhoods. 

The  requirements  for  public  hearings  and  the  various  Sunshine  provisions  embodied  in  the  plan,  and  the 
creation  of  the  Citizen  Advisory  Council  (CAC)  ensure  that  the  Agency  maintains  a  level  of 
accountability.  During  implementation,  the  MTA  should  consider  developing  a  structure  and  process 
that  ensure  that  recommendations  from  the  CAC  and  public  input  are  incorporated  into  the  Agency's 
decision-making  process 

Adopting  a  Comprehensive  Strategy  to  Meet  Goals/Expectations 

City  staff  and  the  advocates  recognize  that  Muni  currently  suffers  from  a  myriad  of  organizational  and 
systemic  problems,  especially  in  regard  to  funding  instability,  labor  issues  and  customer  service.  The 
remedies  proposed  in  this  Amendment  provide  a  comprehensive  approach  to  address  these  deficiencies. 
The  amendments  in  Section  8A.105  create  a  Municipal  Transportation  Fund  that  provides  a  stable  level 
of  funding  through  General  Fund  dollars,  parking-related  revenues,  and  other  federal  and  state  grants  to 
support  Muni's  operations,  infrastructure  and  staffing  needs.  There  is  also  recognition  of  the  problems 
and  public  concerns  associated  with  personnel  issues  and  labor  relations.  The  proposed  amendments 
correctly  provide  guidelines  for  meeting  performance  and  service  standards  while  recognizing  that  the 
Charter  would  not  be  the  appropriate  mechanism  for  establishing  work  rules  that  are  normally  part  of  the 
City's  negotiation  process  with  various  bargaining  units.  Also,  instituting  mechanisms  for  oversight  and 
accountability  through  public  hearings  and  a  public  disclosure  process  are  necessary  steps  toward 
restoring  public  confidence  in  Muni  while  ensuring  that  the  agency  stays  on  target. 

Restructuring  and  the  Ability  to  Adjust  to  Changed  Circumstances  in  the  Future 

There  are  various  provisions  within  the  revised  amendment  that  are  intended  to  promote  the  Agency's 
ability  to  adjust  to  changing  future  circumstances.  For  example,  the  formula  for  a  base  amount,  which  is 
estimated  at  $85  million  by  the  City  Controller,  acknowledges  the  need  for  occasional  adjustments, 
based  on  fluctuations  in  the  economy.  Revenue  resulting  from  policy  changes  -  such  as  increased 
revenue  from  parking  fines  and  taxes,  and  new  positions,  would  reduce  the  MTA's  General  Fund 
allocation  by  50  percent  of  the  amount  of  the  new  revenue. 

In  addition,  there  is  a  requirement  for  the  MTA  to  adhere  to  established  performance  measures  which 
would  not  be  incorporated  in  the  Charter.  These  performance  measures,  whether  established  by 
ordinance  or  resolution,  would  enable  the  Agency  to  make  periodic  revisions  as  necessary  and  as 
applicable.  Not  including  them  in  the  Charter  itself  allows  them  to  be  modified  according  to  changed 
circumstances. 
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In  the  Preamble  section,  City  departments  are  required  to  give  the  "highest  priority"  to  the  delivery  of 
services  to  the  MTA.  However,  given  changing  priorities  in  City  government,  the  implementation  plan 
could  include  establishing  periodic  checkpoints  to  determine  whether  the  City  needs  to  continue 
providing  the  same  level  of  services  and  support  to  the  Agency. 

Level  of  Specificity  of  Proposed  Charter  Provisions 

The  proposed  Charter  amendment  language  is  most  precise  in  proposed  Section  8A.  103(b)  which 
establishes  minimum  standards  for  on-time  performance  and  service  delivery.  It  provides  that  at  least  85 
percent  of  vehicles  must  run  on-time,  98.5  percent  of  scheduled  service  hours  must  be  delivered,  and  at 
least  98.5  percent  of  scheduled  vehicles  must  begin  service  at  the  scheduled  time.  Data  is  not  available 
on  Muni's  current  performance  in  relation  to  these  goals  -  one  factor  in  evaluating  the  applicability  of  the 
goals.  This  section  addresses  a  critical  aspect  of  rider  frustration  with  the  system  -  the  lack  of  reliable 
service.  Therefore,  the  specific  language  directly  addresses  one  of  Muni's  most  pressing  problems. 
Section  8A.103  (a)  allows  a  staged  achievement  of  the  specific  goals  beginning  in  July  1,  2000  and 
indicates  that  the  goals  are  to  be  reached  by  2004.  Thus,  the  language,  overall,  provides  a  framework  for 
achieving  these  goals,  and  indicates  the  City  is  making  a  commitment  of  policy  and  resources  to  reach 
them.  The  provisions  for  milestones  in  working  toward  the  goals  serve  as  the  end  point  to  which  best 
efforts  should  be  directed.  In  this  way,  they  are  "stretch  goals",  rather  than  easy  goals. 

Section  4  adopts  performance  measures  which  shall  not  be  part  of  the  Charter.  Such  an  approach  allows 
more  flexibility  to  adjust  to  changed  circumstance  than  the  detailed  Charter  language  which  would 
require  a  Charter  Amendment. 

The  level  of  specificity  of  the  different  sections  discussed  herein  appears  deliberate,  in  order  to  focus  in 
detail  on  items  of  most  concern  -  for  example,  setting  legislated  performance  goals,  while  allowing  for 
some  deliberation  and  development  of  standards  consistent  with  the  intent  and  goals  of  the  authors  of  the 
amendments. 

The  proposed  Charter  provisions  do  not  include  parallel  sections  regarding  performance,  service 
standards,  and  employees  as  they  would  apply  to  DPT.  Language  regarding  the  overall  goals  of  DPT  is 
included  in  section  8A.1 13.  As  the  incorporation  of  DPT  proceeds,  more  specific  standards  could  be 
developed  and  included  in  the  Charter  if  desired,  by  subsequent  amendment  or  some  provision  could  be 
made  for  standards  to  be  developed  outside  the  Charter  process,  as  presented  in  Section  8A.  103(c).  Any 
new  standards  for  DPT  must  be  complementary  to  those  already  established  for  Muni. 

Transit-First  and  the  Department  of  Parking  and  Traffic 

The  Preamble  states  that  DPT  performs  functions  vital  to  the  operation  of  the  Municipal  Railway.  DPT's 
seven  divisions  are  currently  responsible  for  the  following  functions:  the  parking  program,  under  the 
Parking  Authority,  manages  public  parking  garages,  surface  lots  and  the  parking  meter  program;  the 
enforcement  division  provides  parking  enforcement,  traffic  control  services,  and  the  school  crossing 
guard  program;  the  citation  division  is  for  parking  citation  processing  and  citation  review;  the  hearing 
division  is  for  administrative  hearings  for  parking  citations  and  towed  vehicles;  the  residential  parking 
permit  program  administers  the  23  City  residential  parking  permit  areas;  traffic  engineering  and 
operations  manages  street  engineering  programs  and  includes  traffic  painting,  traffic  signals  and  traffic 
signs. 

DPT's  functions  are  central  to  the  circulation  of  all  traffic  including  transit,  and  traffic  safety  in  the  City. 
This  Department  plays  a  vital  role  in  balancing  the  need  for  public  safety  with  the  City's  Transit-First 
Policy.  DPT  also  participates  in  coordinating  major  transportation  projects  such  as  retrofit  of  the  Bay 
Bridge  approach,  expanded  ferry  service,  demolition  of  the  Central  Freeway  and  construction  of  the 
proposed  replacement  boulevard,  including  helping  guide  and  coordinate  state  and  federally  funded 
programs.  For  example,  one  of  the  most  visible  functions  of  DPT  is  the  placement  of  Parking  Control 
Officers  at  critical  intersections  (e.g.,  First  to  Fifth  Street  and  Market  Street  to  the  Bay  Bridge)  to 
facilitate  traffic  flow  during  the  peak  commute  hour.  This  traffic  control  function  moves  autos  onto  the 
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Bay  Bridge.  In  moving  non-transit  vehicles,  DPT  facilitates  transit  service  by  also  moving  transit 
vehicles  through  critical  intersections  during  peak  commute  periods. 

As  discussed,  some  of  DPT's  responsibilities  are  separate  from  implementation  of  the  City's  Transit  First 
Policy,  implementation  of  which  is  the  purpose  of  these  Charter  amendments.  The  proposed  Charter 
amendments  do  not  address  the  spectrum  of  DPT  functions  in  the  same  detail  as  for  Muni.  Planning  for 
incorporation  of  DPT  into  the  Municipal  Transportation  Agency  will  need  to  consider  them  in  addition 
to  ensuring  that  transit  vehicles  move  through  City  Streets  safely  and  efficiently.  As  discussed,  some  of 
DPT's  responsibilities  are  separate  from  implementation  of  the  City's  Transit  First  Policy, 
implementation  of  which  is  the  purpose  of  these  Charter  amendments.  The  proposed  Charter 
amendments  do  not  address  the  spectrum  of  DPT  functions  in  the  same  detail  as  for  Muni.  Planning  for 
incorporation  of  DPT  into  the  Municipal  Transportation  Agency  will  need  to  consider  them  in  addition 
to  ensuring  that  transit  vehicles  move  through  City  Streets  safely  and  efficiently. 

Issues  Related  to  the  Agency's  Oversight  of  Muni  and  DPT 

The  positive  aspects  of  creating  two  divisions  with  DPT  and  Muni  are  clarified  in  the  purpose  and 
language  of  the  proposed  Charter  amendments.  They  include  eliminating  redundancy  in  administration 
and  improving  the  coordination  that  already  exists  between  Muni  and  DPT  in  maintaining  traffic  safety 
and  traffic  flow  which  improve  Muni's  efficiency.  The  consolidation  of  policies,  functions  and  revenues 
in  one  agency  has  obvious  positive  effects  for  both  existing  Departments.  It  also  raises  concerns  about 
the  Agency's  capacity  to  efficiently  manage  two  large  bureaucracies. 

A  number  of  issues  require  resolution  in  order  for  such  a  merger  to  be  successful.  There  are  labor  issues 
associated  with  a  merger.  For  example,  the  Department  includes  nine  bargaining  units  which  would  need 
to  be  merged  into  the  Agency,  some  of  which  represent  Muni  employees.  Another  primary  issue  for 
DPT  is  disruption  associated  with  relocation  and  reorganization.  It  should  be  noted  that  during  the  past 
ten  years,  DPT  has  had  seven  Directors  and  relocated  about  four  times.  This  has,  to  some  extent, 
destabilized  the  Department  and  affected  employee  morale  and  productivity.  Like  Muni  drivers,  DPT 
employees,  in  particular  parking  control  officers  (PCO's),  work  under  stressful  conditions  and 
absenteeism  is  high. 

The  proposed  amendments  require  that  by  July  1,  2001,  the  Agency  and  DPT  prepare  and  submit  to  the 
Mayor  and  the  Board  a  joint  plan  for  incorporating  the  DPT  into  the  Agency.  The  incorporation  will  take 
effect  on  July  1 ,  2002.  Careful  planning  and  timely  implementation  of  the  plan  would  contribute  to  the 
success  of  combining  the  two  Departments. 

CONCLUSIONS: 

The  proposed  Charter  Amendments  provide  a  comprehensive  approach  to  addressing  the  problems 
facing  Muni  and  the  City's  public  transit  system.  These  amendments  provide  direction  and  guidelines  to 
achieve  certain  performance  standards  and  service  delivery  goals.  The  success  of  the  Agency  will  largely 
be  determined  by  its  ability  and  capacity  to  implement  these  proposed  measures  in  a  timely  and  efficient 
manner. 

(Report  Issued  6/18/99) 
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MEMORANDUM 


TO: 


HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS  and 
RULES  COMMITTEE 


FROM: 


OFFICE  OF  THE  LEGISLATIVE  ANALYST 


HEARING  DATE: 


JUNE  24,  1999 


SUBJECT: 


LEGISLATIVE  ANALYST  SUMMARIES  ON  11/99  CHARTER  AMENDMENTS: 
File  99-0984  (Newsom);  File  99-0985  (Ammiano);  File  99-0986  (Ammiano);  File  99-0987  (Kate) 


On  June  1,  the  Board  of  Supervisors  approved  a  request  asking  our  office  to  prepare  brief  summaries  on  each  of  the 
proposed  November,  1999  Charter  Amendments.  Below  please  find  a  brief  description  of  each  proposed  amendment, 
then  following  this  page,  the  four  full  summaries  are  attached.  Note  that  the  summary  dealing  with  the  Municipal 
Railway  Charter  Amendment  has  been  previously  distributed  under  separate  cover. 

DESCRIPTION  OF  PROPOSED  AMENDMENT:  File  99-0984  (Newsom)  Park  &  Recreation  Open  Space  Fund 
and  Committee.  Currently,  the  Charter  includes  an  Park  &  Open  Space  fund,  which  receives  2.5  cents  per  $100  of 
assessed  valuation  from  property  taxes.  This  amendment  replaces  the  existing  fund  with  a  broader  one.  adding  a  baseline 
budget  requirement  for  the  Recreation  &  Park  Commission,  $15  million  guaranteed  annually  in  general  funds,  requires 
the  issuance  of  $50  million  in  revenue  bonds  for  capital  improvements  and  authorizes  the  Board  to  issue  further  bonds. 
No  new  revenue  source  is  identified  or  required  to  pay  for  the  mandated  annual  general  fund  appropriation. 

DESCRIPTION  OF  PROPOSED  AMENDMENT :  File  99-0986  (Ammiano)  Transfer  of  Sick  Leave  and  Vacation 
Leave  Credits.  Currently,  the  Charter  allows  City  employees  to  transfer  their  unused  sick  and  vacation  hours  to  a 
"catastrophically"  ill  fellow  employee,  but  does  not  allow  transferred  time  to  be  used  for  the  care  of  a  spouse,  partner  or 
dependent.  This  amendment  does  two  things:  1)  it  allows  transferred  vacation  time  to  be  used  for  a  spouse,  partner  or 
dependent,  and  2)  it  allows  donations  of  time  to  be  put  into  a  pool,  making  implementation  easier  and  more  equitable. 

DESCRIPTION  OF  PROPOSED  AMENDMENT:  File  99-0987  (Katz)  Firefighters  and  Police  Officers  Retirement 
Equity  Initiative.  In  1981  the  City  was  faced  with  a  shortfall  in  the  Retirement  Fund.  To  help  alleviate  this,  the  Charter 
was  amended  to  allow  a  "buyout"  where  volunteering  safety  employees  received  cash  of  up  to  S40.000  if  they  transferred 
from  the  more  expensive  Tier  1  to  Tier  2.  The  catch  is  that  these  254  transferees  could  not  receive  any  new  benefits 
added  to  Tier  2  afterward.  Since  then,  the  gap  has  narrowed  between  the  tiers,  creating  a  hardship  for  this  group.  This 
amendment  would  allow  transferees  to  receive  the  new  Tier  2  benefits  if  they  pay  back,  with  interest,  the  lump  sum  they 
received  less  their  own  contributions. 

DESCRIPTION  OF  PROPOSED  AMENDMENT:  File  99-0985  (Ammiano)  Setting  Boundaries  of  Districts  6  and 

11.  Prop.  G,  passed  in  1996,  reinstated  district  elections  and  set  boundaries  for  those  districts  but  did  not  specify 
boundaries  of  District  1 1  (saying  instead  that  all  territory  not  in  other  districts  is  part  of  dist.  1 1)  and  also  left  out 
Treasure  Island  (TI),  which  will  now  have  civilian  residents.  This  amendment  sets  boundaries  for  District  1 1  in  the  same 
manner  as  other  districts,  puts  TI  in  District  6  (SOMA/Tenderloin)  and  adds  language  to  provide  that  any  future 
unassigned  territory  (e.g.,  conceivably,  new  Bay  fill  land)  goes  into  the  nearest  district. 
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CHARTER  AMENDMENT 
LEGISLATIVE  ANALYST  SUMMARY 


TO: 


HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS  and  RULES 
COMMITTEE  ,  ^ 


FROM: 


HEARING  DATE :     JUNE  24,1999 


SUBJECT: 


REVISED  PARK  AND  OPEN  SPACE  FUND  (file  99-0984) 


SUMMARY  OF  PROPOSED  AMENDMENT 


The  proposed  amendment  repeals  current  Charter  Section  16.107,  which  creates  a  Park  and  Open  Space  Fund, 
and  adopts  a  new  Section  16.107  creating  a  Park,  Recreation  Open  Space  Fund.  The  proposed  amendment: 

1)  Sets  a  baseline  level  of  funding  for  the  Recreation  and  Park  Department's  annual  budget. 

2)  Provides  $15  million  from  the  General  Fund  annually  for  the  Park  and  Recreation  Department  in  addition  to 
"base  level"  funding. 

3)  Approves  and  requires  issuance  of  $50  million  in  revenue  bonds  for  acquisition  and  improvement  of  real 
properties  over  3  —  5  years. 

4)  Authorizes  the  Board  of  Supervisors  to  issue  revenue  bonds,  in  addition  to  the  initial  mandated  S50  million 
of  revenue  bonds  for  acquisition  and  improvement  of  real  properties. 


Currently,  there  is  no  system  of  dedicated  funding  for  the  Recreation  and  Park  Department  ("Department*"). 
Department  funds  come  from  appropriations  from  General  Fund,  an  Open  Space  allocation  of  two  and  one-half 
cents  ($0.0025)  of  each  $100  of  assessed  property  values,  and  various  usage  fees.  There  is  no  provision  for  the 
issuance  of  revenue  bonds,  and  the  entire  measure  expires  (including  the  property  tax  allocation)  in  2004. 


For  a  period  of  several  years,  Department  needs  have  been  left  underfunded.  Capital  improvements  were 
neglected,  allowing  facilities  to  deteriorate.  Joel  Robinson,  Interim  Director  of  the  Department,  estimates  that 
some  $350  million  in  additional  funds  are  needed  over  a  20-year  period  to  refurbish  existing  Department 
facilities.  Currently,  the  Department  has  an  annual  budget  of  approximately  S80  million  per  year,  dedicated  to 
operating  existing  programs.  Approximately  $34  million  comes  from  the  General  Fund,  the  rest  comes  from 
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property  taxes  and  assessed  fees.  No  funding  scheme  currently  exists  to  deal  with  the  potential  shortfall  in 
facilities  refurbishment. 

The  proposed  amendment  seeks  to  rectify  the  history  of  funding  neglect  by  establishing  a  "dedicated  budget" 
for  the  Recreation  and  Parks  Department.  The  proposed  amendment  would  make  appropriations  for  the 
Department  automatic,  setting  a  base  level  of  funding  (FY  1998-99  or  1999-2000,  whichever  is  higher)  The 
measure  grants  the  Department  an  additional  $15  million.  In  addition,  the  proposed  amendment  authorizes  the 
Board  of  Supervisors  ("Board")  to  issue  $50  million  in  revenue  bonds  for  capital  improvement..  Upon  passage 
of  the  proposed  amendment  the  Board  may  issue  additional  revenue  bonds  by  a  majority  vote. 

The  following  table  illustrates  the  differences  between  the  provisions  in  the  current  Open  Space  Charter  and  the 
proposed  Charter  Amendment: 


COMPARISON  OF  CURRENT  OPEN  SPACE  CHARTER 
AMENDMENT  TO  PROPOSED  CHARTER  AMMENDMENT 


Current 
Open  Space 
Charter 

(terminates  2004) 

Proposed  Open  Space 
Charter  Amendment 

No  Bond  Provision. 

Issues  $50  million  revenue  bond. 

Does  not  set  Department 
funding  levels. 

Sets  base  amount  of  Park  and  Recreation 
Department  funding  to  at  least  1998-99  or  1999- 
2000  levels  (whichever  is  higher). 

Does  not  contemplate 
bond  issues. 

Provides  authority  for  the  Board  of  Supervisors  to 
issue  additional  revenue  bonds. 

Board  of  Supervisors 
may  reject  any  new  or 
increased  fee  changes. 

Board  of  Supervisors  may  reject  fee  changes  -  but 
must  automatically  appropriate  funds  equal  to  the 
amount  of  the  proposed  fee  change. 

Does  not  provide  for 
additional  City  and 
County  appropriations. 

Provides  for  $15  million  per  year  in  additional 
funding  (added  to  previously  established  "base 
amount"  funding.) 

Fiscal  Restrictions  on  the  Board  of  Supervisors 
The  proposed  amendment  limits  the  Board  of  Supervisors  ability  to  allocate  funds  in  three  different  ways: 

•  It  binds  the  Board  to  allocate  no  less  than  a  preset  "base  amount"  for  the  Department,  which  shall  be 
adjusted  positively  or  negatively  each  year  by  the  controller. 

•  The  Board  of  Supervisors  must  provide  at  least  a  $15  million  annual  appropriation  in  addition  to  base 
amount  funding.  This  $15  million  may  only  be  suspended  during  "extraordinary  economic  conditions"  (a 
depression  era  term  indicating  times  of  enormous  fiscal  hardship). 

•  If  the  Board  of  Supervisors  rejects  proposed  changes  in  fees  from  the  Park  Department,  the  Board  must 
automatically  appropriate  funds  from  another  source  to  match  revenue  from  the  proposed  fee. 
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Base  Amount  Funding 

Department  officers  indicate  that  less-than-optimal  funding  levels  have  been  the  norm  for  many  years.  A 
history  of  uneven  funding  allocation  has  increased  the  difficulty  of  project  implementation.  The  proposed 
amendment  assures  a  "base  amount"  of  Department  funding  by  legislating  that  the  Board  of  Supervisors  ma\ 
allocate  no  less  than  1998-99  or  1999-2000  funding  levels  (whichever  is  greater)  as  adjusted  by  the  Controller 
to  account  for  changed  fiscal  situations.  The  Board  is  free  to  allocate  additional  funding  to  the  Department.  As 
written,  the  proposed  amendment  secures  the  Department's  funding  stream  by  not  allowing  the  Board  to  spend 
less  than  the  base  amount,  as  adjusted  by  the  Controller. 

Annual  Appropriation 

In  addition  to  the  "base  amount"  of  funding,  the  proposed  Amendment  binds  the  Board  to  add  an  additional  S 1  5 
million  per  year  to  the  Department's  budget.  This  annual  appropriation  can  only  be  suspended,  "when  the 
mayor  declares  and  the  Board  of  Supervisors  concurs  by  a  two  thirds  vote,  that  extraordinary  economic 
conditions  .  .  .  exist."  The  City  Attorney's  Office  advises  that  the  term,  "extraordinary  economic  conditions"  is 
a  depression  era  term  indicating  that  the  appropriation  could  be  suspended  only  under  the  most  dire 
circumstances. 

Matching  Proposed  Fees 

In  the  current  system,  all  fees  generated  through  the  Department  go  to  the  General  Fund.  From  the  General 
Fund,  allocations  are  made  back  to  the  Department.  The  Department  may  propose  changes  in  fees,  but 
increased  revenue  does  not  automatically  flow  back  to  the  Department.  The  proposed  amendment  still  allows 
the  Board  to  reject  Department  fee  increases,  however,  the  Board  must  automatically  appropriate  funds  equal  to 
the  fee  increase. 

GENERAL  POLICY  CONCERNS 
While  it  could  cost  some  $350  million  over  20  years  in  order  to  refurbish  existing  facilities,  fixing  old  facilities 
may  prove  imprudent.  The  proposed  amendment  establishes  a  commission  to  make  recommendations  as  to 
what  projects  should  be  adopted.  Properly  implemented,  this  could  allow  the  Department  with  the  ability  to 
plan  and  allocate  resources  to  effectively  deal  with  constituent  needs. 

Adoption  of  the  proposed  amendment  means  that  the  Board  cedes  the  power  to  adjust  the  Department's  budget 
—  in  order  to  assure  stabilized  Department  funding.  According  to  John  Madden,  the  Assistant  Controller,  the 
proposed  amendment  is  designed  to  insulate  the  Department  from  changes  in  the  City's  fortune  or  priorities. 
Future  analysis  may  indicate  that  more  resources  should  be  directed  towards  the  operational  budget,  than  capital 
budget. 

Currently  the  Department  has  very  limited  control  in  directed  fee  income,  or  adjusting  fee  schedules.  There  is 
no  incentive  to  maximize  alternative  revenue-producing  plans.  Private  sponsorships,  adjusted  fees,  and  other 
potential  resources  remain  unexploited.  The  proposed  amendment  grants  the  Department  control  over  fees 
generated  through  the  Recreation  and  Parks  system. 

The  proposed  amendment  allows  the  Department  to  raise  funds  by  simply  proposing  a  fee  increase.  If  the  Board 
rejects  the  fee  increase,  the  Board  must  find  alternative  funding  to  match  the  expected  dollars  of  the  increase. 
According  to  Joel  Robinson,  Interim  Director  of  the  Department,  this  aspect  of  the  proposal  potentially  puts  the 
Department's  concerns  ahead  of  the  City's.  An  alternative  to  the  wording  of  this  proposal  could  require  a  super- 
majority  Board  vote  in  order  to  reject  Department  fee  changes. 
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Labor 

Labor  groups  have  indicated  concern  over  a  provision  in  the  proposed  amendment  allowing  the  Department  to 
undertake  construction  and  design  with  the  following  alternatives: 

1.  it's  own  forces, 

2.  employees  of  other  City  and  County  Departments, 

3.  subject  to  the  provisions  of  the  Charter,  outside  forces. 

Such  a  provision  potentially  allows  the  Department  to  duplicate  Public  Works  function.  According  to  Du\  id 
Novogrodsky,  Executive  Director  of  Local  21  AFL-CIO,  the  Department  of  Public  Works  currently  emplo)  s 
ample  staff  dedicated  to  recreation  and  park  projects.  He  argues  that  competitive  bidding  already  exists,  and 
that  separate  public  works  divisions  are  inherently  wasteful  as  they  fail  to  take  advantage  of  "economies  of 
scale". 

Deborah  Learner,  of  the  Department,  expressed  difficulty  in  timely  project  completion  due  to  lack  of  staff 
devoted  to  recreation  and  park  projects.  This  concern  drove  the  Department's  call  for  a  dedicated  workforce  in 
order  to  provide  project  options  that  don't  exist  with  a  complete  reliance  on  the  Public  Works  Department. 

Final  language  should  delineate  a  competitive  system,  allowing  the  Department  the  necessary  flexibility  to 
move  projects  forward. 

General  Plan 

The  proposed  amendment  establishes  a  requirement  for  the  Recreation  and  Park  and  Planning  Commissions  to 
adopt  a  City-wide  plan  for  acquisition  of  real  property  and  open  space.  Stephen  Shotland  of  the  Planning 
Department  suggests  that  this  plan  be  more  explicitly  incorporated  into  the  Recreation  and  Open  Space  Element 
of  the  City's  General  Plan  to  coordinate  the  planning  and  approval  process.  Isabel  Wade,  of  the  Neighborhood 
Parks  Council,  observes  that  language  in  the  proposed  amendment  specifically  calls  for  conformity  with  the 
City's  General  Plan. 

CONCLUSION 

The  $50  million  revenue  bond  issue  is  a  necessary  down  payment  on  a  long  term  plan  of  capital  improvement 
A  chorus  of  consensus  by  interested  groups  agrees  that  the  Department  needs  a  stable  funding  source  for  capital 
improvement.  Before  more  facilities  are  closed,  the  few  remaining  natural  areas  deteriorate,  and  open  space  for 
new  residential  communities  is  not  procured  —  resources  must  be  devoted  to  the  problem.  There  should  he 
careful  consideration  given,  however,  before  setting  any  single  department  apart  from  the  city's  overall 
budgetary  process.  Dedicated  funding  measures  assure  a  Department's  funding  stream,  at  the  price  of  fiscal 
flexibility  for  policy  makers. 

The  Department  has  indicated  frustration  with  the  necessity  of  appropriating  insufficient  funds  to  a  variety  of 
projects,  instead  of  focusing  resources  and  actually  finishing  projects.  The  proposed  amendment's  outline  for 
j   increased  Department  flexibility  in  fund  management,  may  provide  greater  efficiency  in  project  management. 

|    (Prepared  by  Glynn  Washington,  Issued  6/18/99) 

(415)  554-7787 
j  Glynn_Washington@ci.sf.ca.us 
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CHARTER  AMENDMENT 
LEGISLATIVE  ANALYST  SUMMARY 


TO: 


HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS  and 
RULES  COMMITTEE 


FROM: 


Carol  Roos,  Senior  Legislative  Analyst/ 


HE ARING  DATE :     June  24,1999 


SUBJECT: 


SETTING  BOUNDARIES  FOR  SUPERVISORI  AL  DISTRICTS  6  &  1 
(File  99-0985) 


SUMMARY  OF  PROPOSED  AMENDMENT 


Charter  Section  13.1 10  provides  for  District  Elections  of  Supervisors  in  San  Francisco,  and  sets  district 
boundaries.  The  proposed  Charter  amendment  makes  three  technical  changes  that  clarify  district  assignments 
for  residents.  First,  the  amendment  would  include  Treasure  Island  and  Yerba  Buena  Island  in  the  Sixth 
Supervisorial  District.  Second,  the  amendment  describes  the  boundaries  of  the  Eleventh  District  in  the  same 
manner  that  the  boundaries  of  the  other  districts  are  now  described;  the  amendment  would  not  change  the 
mapped  boundaries  of  the  district.  And  third,  the  amendment  accounts  for  the  fact  that  the  City  and  Count) 
limits  extend  beyond  the  land  area  of  the  City.  The  amendment  provides  that  qualified  voters  residing  in  this 
greater  area  including  territorial  waters  and  the  Farallon  Islands,  for  example,  be  assigned  to  the  physically 
nearest  on-shore  district,  rather  than  to  the  Eleventh  District  as  now  indicated  by  the  broad  Eleventh  District 
language  of  Section  13.110.  This  amendment  is,  essentially,  clean-up  legislation  intended  to  avert  potential 
future  problems  in  implementing  district  elections,  which  could  arise  from  the  existing  wording  of  the  sect 


Proposition  G,  as  implemented  by  Charter  Section  13.110,  provides  for  District  elections.  Eleven  (11) 
supervisors  are  to  be  elected,  one  from  each  of  the  eleven  (11)  districts,  effective  January  1,  2000.  As  noted 
above,  Section  13.110  contains  some  ambiguity  about  the  district  assignment  of  former  Naval  Station  Treasure 
Island  (NSTI),  the  boundaries  of  the  Eleventh  District,  and  assigns,  by  implication,  potential  voters  res 
off-shore,  but  within  City  and  County  limits  to  the  Eleventh  District. 


San  Francisco  voters,  in  November  1996,  passed  Proposition  G,  which  provided  that  members  of  the  Board  of 
Supervisors  shall  be  elected  by  district.  The  proposition,  implemented  by  Section  13.110  left  some  potential 
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ambiguity  about  the  district  assignment  of  former  Naval  Station  Treasure  Island,  the  boundaries  of  the  Eleventh 
District,  and  potential  other  voters  residing  off-shore,  but  within  City  and  County  limits.  The  Charter 
amendment  includes  the  following  provisions: 

•  The  amendment  specifies  that  Yerba  Buena  and  Treasure  Islands  would  be  included  in  the  Sixth 
Supervisorial  District. 

•  The  amendment  describes  the  boundaries  of  the  Eleventh  District  in  the  same  detail  as  for  the  other 

districts. 

•  The  amendment  assigns  qualified  off-shore  electors,  if  any,  to  the  geographically  nearest  on-shore  district. 


ISSUES  ANALYSIS 

Regarding  Yerba  Buena  and  Treasure  Islands,  the  map  accompanying  Proposition  G  (please  see  attached) 
identifies  them  in  District  6.  The  precinct  number  assigned  to  former  NSTI  is  also  consistent  with  the 
numbering  of  on-shore  Sixth  District  precincts.  However,  the  text  of  Section  13.1 10  is  silent  on  former  NSTI. 
As  the  section  is  now  worded,  therefore,  the  islands  fall  under  District  1 1,  which  encompasses  all  other  areas  not 
specifically  iterated  in  the  text.  That  is,  the  provisions  for  district  elections  and  the  implementing  Charter 
section  are  inconsistent  regarding  the  islands,  and  are  counter  to  the  intent  to  include  the  islands  in  the  Sixth 
District,  to  which  they  are  connected  by  the  Bay  Bridge. 

Regarding  the  Eleventh  District,  Section  13.110  defines  it  to  "comprise  all  of  that  portion  of  the  city  and  county 
not  otherwise  described  as  constituting  the  First ,  Second,  Third,  Fourth,  Fifth,  Sixth,  Seventh,  Eighth,  Ninth 
and  Tenth  Supervisorial  Districts."  The  description  of  all  of  the  other  districts  includes  specific  streets  and  lines 
that  form  their  boundaries. 

The  City  and  County  limits  extend,  under  state  law,  beyond  the  shoreline,  past  the  Farallon  Islands,  to  the  edges 
of  Marin  County  and  Angel  Island,  and  through  the  middle  of  the  Bay.  When  the  Supervisorial  Districts  were 
drawn,  the  San  Francisco  shoreline  was  used  as  the  outer  limit  of  the  districts.  No  provision  is  made  for 
assigning  qualified  electors  in  San  Francisco  territorial  waters  to  a  district,  except  in  the  existing  catch-all 
provision  of  the  Eleventh  District.  Therefore,  existing  Charter  Section  13.110  includes  ambiguity  about  former 
NSTI,  the  Eleventh  District,  and  potential  other  qualified  voters  residing  off-shore,  but  within  the  City  and 
County  limits. 


CONCLUSION 

This  amendment  is  basically  straightforward,  and  contains  housekeeping  measures  to  avert  potential  future 
problems  which  have  been  identified,  and  which  could  cause  confusion  in  implementing  District  elections 
smoothly.  There  is  no  known  controversy  about  the  amendment,  to  date. 

Prepared  6/18/99  by  Carol  Roos,  415-554-7788;  e-mail:  roos@ci.sf.ca.us 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


OFFICE  OF  THE  LEC;iSI.A1  l  \  K  INALYS1 


CHARTER  AMENDMENT 
LEGISLATIVE  ANALYST  SUMMARY 


HEARING  DATE :     JUNE  24,1999 


SUBJECT: 


FROM: 


TO: 


SUMMARY  OF  PROPOSED  AMENDMENT 


Currently,  the  City  allows  employees  to  donate  some  or  all  of  their  accumulated  sick  leave  and/or  vacation  lca\  e 
to  other  City  employees  who  are  catastrophically  ill  and  have  exhausted  their  own  leave  time  and  comp.  tunc 
balances.  This  Charter  Amendment  will  allow  City  employees  to  receive  vacation  donations  and  use  this  time 
to  care  for  an  ailing  spouse,  domestic  partner  or  dependent  in  addition  to  themselves.  This  amendment  also 
allows  sick  leave  and  vacation  donations  into  a  pool  (rather  than  strictly  from  one  individual  employee  to 
another),  which  may  help  insure  equity  in  the  distribution  of  this  benefit.  While  the  City  already  provides 
"family  leave"  pursuant  to  the  federal  Family  and  Medical  Care  Leave  Act,  FMLA  leave  is  unpaid  while  these 
donations  would  allow  the  City  employee  to  continue  receiving  a  paycheck,  at  least  for  a  while. 


Sections  A8.364  and  A8.441  of  the  Charter  allow  employees  to  transfer  their  unused  vacation  and/or  sick  leave 
hours  to  another  employee,  but  these  sections  do  not  allow  the  use  of  vacation  time  for  anyone  except  the 
employee  receiving  the  donation,  nor  do  these  sections  allow  or  imply  the  ability  to  donate  sick  time  or  vacation 
time  into  a  pool. 


A  number  of  City  employees  have  found  themselves  in  the  situation  of  having  to  care  full-time  for  ill  spouses, 
domestic  partners  or  children  for  such  a  length  of  time  that  their  own  accumulated  leave  time  balances  run  out. 
Given  that  relatively  few  employees  have  disability  insurance,  this  can  cause  a  serious  financial  burden.  Even 
for  those  employees  with  disability  insurance,  the  amount  paid  is  often  50-70%  of  normal  pay  and  is 
additionally  reduced  by  any  other  payments  received  ~  meaning  a  financial  shortfall  is  still  frequent. 


CURRENT  CHARTER  PROVISIONS 


POLICY  ANALYSIS 
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Note  that  this  amendment  would  not  change  the  limitation  of  sick  leave,  that  is,  sick  leave  donations  could  only 
be  used  by  an  ill  employee  and  not  their  spouses,  partners  or  dependents  (unlike  vested  vacation).  On  this  same 
point,  "dependents"  are  defined  here  as  specified  in  the  IRS  code,  this  prevents  someone  from  using  donated 
vacation  time  to  care  for  a  person  who  is  not  truly  their  dependent. 

The  Catastrophic  Sick  Leave  and  Long  Term  Disability  Task  Force  is  reviewing  recommendations  for 
administration  of  the  "donation  pool."  The  Task  Force  will  address  the  potential  impact  of  the  pool  on  the  lev  el 
of  donations.  It  is  envisioned  by  the  Task  Force  that  one  department  will  administer  the  pool  so  that  inequities 
will  not  arise  (e.g.,  employees  of  small  departments  are  often  at  a  disadvantage,  as  there  are  fewer  potential 
donors).  This  department  could  be  the  Retirement  System,  Human  Resources,  Administrative  Services  or  a 
number  of  others.  The  designation  is  left  to  the  Board  of  Supervisors  by  ordinance  to  preserve  flexibility.  The 
Task  Force  also  anticipates  addressing  other  concerns  such  as  temporary  replacement  of  employees  on  such 
leave,  limits  on  total  time  usage,  etc. 

If  approved  by  the  electorate,  the  Health  Commission,  Retirement  Board  and  Civil  Service  Commission  shall 
conduct  a  joint  hearing  to  consider  administrative  policies  and  procedures  to  recommend  to  the  Board  of 
Supervisors.  Ultimately,  the  Board  retains  final  authority  on  how  this  amendment  would  be  administered. 

Prepared  6/18/99  by  John  Clark,  Office  of  the  Legislative  Analyst;  415-554-7781,  e-mail: 
john_clark@ci.sf.ca.us 
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CHARTER  AMENDMENT 
LEGISLATIVE  ANALYST  SUMMARY 


SUBJECT: 


HEARING  DATE :     JUNE  24,1999 


TO: 


FROM: 


SUMMARY  OF  PROPOSED  AMENDMENT 


The  retirement  system  has  two  levels  of  benefits  —  Tier  1  and  Tier  2.  Employees  hired  before  Nov  ember  2. 
1976  are  in  Tier  1,  which  in  the  past  has  had  better  benefits  such  as  an  earlier  retirement  age,  more  generous 
pension  formula  and  a  better  COLA.  Note,  though,  that  the  gap  between  Tiers  1  and  2  has  narrowed 
considerably  over  the  past  18  years,  with  "2%  at  50,"  COLA  adjustments,  and  domestic  partner  benefits  added, 
among  others.  In  1981,  Rudy  Nothenberg,  then  of  Mayor  Feinstein's  staff,  developed  a  buyout  incentive 
program  designed  to  induce  safety  employees  (police  and  fire)  to  move  from  Tier  1  to  Tier  2.  The  motivation 
was  to  save  money  —  even  with  a  cash  payment  taken  into  account,  the  transfer  still  was  a  net  gain  for  the  City. 

254  employees  of  several  thousand  eligible  availed  themselves  of  this  opportunity,  receiving  S2,500  for  each 
year  of  service  up  to  ten  years,  and  $1,000  for  additional  years  to  a  maximum  of  540,000.  The  buyout  was 
accomplished  through  a  Charter  Amendment  which  forbade  the  transferees  any  subsequent  benefits  added  to 
Tier  2,  unless  approved  by  the  voters  in  a  separate  Charter  Amendment  specifically  for  the  transferees.  The 
increasing  gap  between  the  transferees  and  other  Tier  2  members  led  to  an  attempt  to  amend  the  charter  in  1 99". 
which  narrowly  lost. 

The  Charter  Amendment  before  you  will  allow  transferees  still  with  the  City  and  those  who  retired  from  the 
City  to  receive  all  Tier  2  benefits  subsequent  to  1981,  but  on  a  prospective  basis  only.  Of  the  254  transferees, 
approximately  120  are  still  active,  that  is,  either  still  employed  by  the  City  or  retired  from  the  City.  The 
remainder  have  resigned  or  expired.  Thus,  approximately  120  individuals  would  be  eligible  for  the  benefits 
under  this  proposed  amendment. 

This  amendment  does  not  change  the  status  for  transferees  who  resigned  or  survivors  or  dependents  of 
transferees.  In  order  to  avail  themselves  of  this  opportunity,  a  transferee  would  have  to  pay  back  to  the  City  the 
lump  sum  received  in  1981,  less  their  own  contribution  balance  up  to  that  time,  plus  6%  annual  interest.  This 
interest  amount  in  consistent  with  Retirement  System  practice.  Because  the  amount  received  by  each  employee 
was  different,  the  buyback  amount  has  to  be  calculated  for  each  individual. 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco.  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


File  99-0987 
Page  2 


CURRENT  CHARTER  PROVISIONS 

Presently,  the  Charter  specifically  excludes  the  transferees  from  receiving  Tier  2  benefits  added  after  the  1981 
buyout  absent  separate  voter  approval.  This  is  enumerated  in  Sections  A8. 500-1,  A8.559-14  and  A8.585-14. 


POLICY  ANALYSIS 

Scope 

After  introduction  of  the  proposed  amendment  at  the  Board  of  Supervisors  on  May  17,  1999,  revisions  were 
made  to  tighten  up  the  language  at  the  request  of  the  Retirement  System  and  the  Sponsor,  Supervisor  Katz.  The 
revised  language  clarified  that  only  current  City  employees  and  those  retired  from  the  City  would  benefit  -  not 
those  who  voluntarily  left  City  service.  The  revised  draft  reflecting  these  changes  was  introduced  as  substitute 
legislation  at  the  Board  of  Supervisor's  meeting  on  June  14,  1999.  Note  that  eligible  retired  transferees  w  ould 
only  receive  the  new  Tier  2  benefits  that  came  into  effect  before  their  retirement  date  —  this  preserv  es  equity 
with  other  Tier  2  retirees.  Similarly,  transferees  retired  for  incapacity  would  be  treated  identically  to  all  other 
disabled  Tier  2  retirees  and  receive  all  post- 1981  benefit  improvements  upon  reaching  their  qualified  sen  ice 
retirement  date. 

Administration 

The  Retirement  System  believes  a  relatively  small  number  of  eligible  transferees  will  ultimately  buy  back  into 
the  system  ~  given  that  only  approximately  120  of  the  original  transferees  are  still  eligible  (i.e.,  still  a  City 
employee  or  City  retiree),  this  seems  like  a  logical  assumption.  Ms.  Murphy,  Director  of  the  Retirement 
System,  indicates  that  administration  should  not  be  a  significant  issue  as  the  eligibles  are  already  in  the  (  n  - 
computer  systems.  Implementing  the  buyback  thus  only  requires  fairly  straightforward  changes  to  each 
person's  record.  The  Retirement  System  will  notify  each  eligible  person  by  certified  mail  if  the  ballot  measure 
passes.  Given  the  limited  impact,  Ms.  Murphy  anticipates  that  current  staff  and  budget  can  implement  the 
benefit  adjustments. 

Financial  Issues 

The  main  policy  reason  for  the  1981  buyout  was  the  large  gap  between  Tier  1  and  Tier  2  benefits  that  existed  at 
that  time,  giving  considerable  relief  to  the  then-underfunded  Retirement  System.  The  City's  Plan  Actuary 
estimates  that  the  buyout  saved  the  City  over  $200  million  in  retirement  contributions.  Since  the  buyout  the  gap 
between  Tier  1  and  Tier  2  has  closed  considerably,  but  transferees  have  been  prohibited  by  the  Charter  from 
enjoying  the  subsequent  Tier  2  benefits  absent  separate  voter  approval.  In  addition  to  the  desire  to  address  this 
inequity,  the  Retirement  System  is  currently  overfunded,  thus  lessening  concerns  about  negative  fiscal  impacts. 
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Transferees  who  wish  to  buy  back  may  do  so  by  paying  the  Retirement  System  the  calculated  lump  sum, 
initiating  a  payroll  deduction  (for  current  employees),  or  using  an  actuarial  offset,  which  takes  into  account  the 
value  of  the  additional  benefits  offset  by  the  required  buyback  amount. 

As  this  measure  is  tailored  to  only  those  who  are  still  with  the  City  or  retired  from  the  City  and  requires  a  return 
with  interest  of  the  lump  sum  payment,  this  Charter  Amendment  is  expected  to  have  a  modest  financial  impact 
The  Budget  Analyst  and  Retirement  System  are  preparing  fiscal  estimates  for  the  June  24,  1999  Rules 
Committee  meeting. 


Prepared  6/18/99  by  John  Clark,  Office  of  the  Legislative  Analyst;  415-554-7781,  e-mail: 
john_clark@ci.sf.ca.us 
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September  7,  1999 


TO:  Gloria  L.  Young,  Clerk  of  theBoard 
FROM:  Clarice  Duma,  Sr.  Legislative  Analyst 
Carol  Roos,  Sr.  Legislative  Analyst 
RE:  District  Budgets 

On  August  25th,  1999,  you  requested  the  Office  of  the  Legislative  Analyst  (OLA)  to  conduct 
research  on  the  budgets  and  policies  associated  with  district  offices  in  other  California  cities 
Our  report  is  intended  to  guide  the  City  as  the  San  Francisco  Board  of  Supervisors  moves 
toward  implementation  of  a  district  structure  in  the  year  2001. 

California  City  and  County  Districts 

The  OLA  surveyed  six  jurisdictions  in  California  that  either  have  Board  of  Supervisors  or  City 
Council  districts:  City  of  Oakland,  Santa  Clara  County,  Santa  Cruz,  Santa  Barbara  County, 
Long  Beach,  and  City  of  Los  Angeles.  As  demonstrated  below,  each  of  these  offices  provides 
an  example  of  the  varied  budgetary  structures  and  policies  governing  the  establishment  of  off- 
site  or  satellite  offices  in  the  districts  of  these  jurisdictions. 

City  of  Oakland 

Contact-  Greg  Torres:  510-238-6806 

The  Oakland  City  Council  comprises  eight  elected  officials,  one  of  whom  is  an  "at  large" 
member  without  a  district  designation.  The  seven  Council  members  serve  four-year  terms  and 
represent  approximately  396,300  City  residents.  Council  members  also  sit  as  Oakland's 
Redevelopment  Agency. 

Oakland  utilizes  a  biennial  budget  to  improve  long-term  planning  and  funding  stability. 
Operating  budgets  are  reviewed  every  two  years,  and  appropriations,  though  divided  into 
yearly  spending  plans,  are  adopted  for  a  24-month  period.  Additionally  Council  policy  allows 
City  departments  and  agencies  ending  their  first  budgetary  year  with  surpluses  to  carry  forward 
one-third  for  their  operating  budget,  one-third  for  capital  spending,  and  one-third  reverts  to  the 
General  Fund  balance. 

Each  of  the  seven  district  offices  receives  an  equal  allocation  of  General  Fund  dollars: 
however,  spending  is  discretionary.  Expenditures  include  personnel  services  (approximately 
85  percent  of  the  total  budget)  and  operations  &  maintenance  (approximately  15  percent  of  the 
total  budget).  Authorized  staffing  for  each  Council  member  is  budgeted  at  2.5  FTEs. 

The  budget  for  the  At-Large  Council  member  is  slightly  larger,  and  allows  expenditures  for 
personnel  services  and  for  operations  and  maintenance.  Authorized  staffing  for  the  At-Large 
member  is  for  3  FTEs. 
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The  total  budget  for  each  of  the  fiscal  years  of  the  City  Council's  biennial  budget  is  estimated 
at 

$3  million  and  is  divided  among  three  divisions  -  the  City  Council  Office/Administration,  the 
Council  Districts  and  the  Council  Member  At-Large. 

Oakland's  City  Council  Office  is  the  administrative  office  for  all  the  Council  members.  The 
budget  for  City  Council  district  offices  distinguishes  General  Purpose  General  Fund 
expenditures  from  expenditures  allocated  to  Oakland  Redevelopment  Agency  Projects,  an 
agency  in  which  the  Council  sits.  Line  items  applicable  to  the  General  Purpose  General  Fund 
include  salaries  and  benefits,  auto  allowance,  overhead  costs  and  other  office  expenses. 
Redevelopment  Agency  Projects  absorb  remaining  personnel  costs,  including  salaries, 
retirement  accruals,  and  fringe  benefits.  Additionally,  Council  members  whose  districts  are  in 
outlying  areas  of  the  city  may  raise  campaign  funds  for  deposit  in  an  Office  Holder's  Accounts. 
Those  funds  can  then  be  used  to  set  up  "field"  or  satellite  offices.  However,  since  field  offices 
are  operated  through  limited  funding,  these  office  are  open  to  the  public  only  a  few  days  a 
week. 

A  sample  budget  is  attached. 
Santa  Clara  County 

Contact  -  Leslie  Crowell:  408-299-2424 

Santa  Clara  County  has  five  Supervisorial  Districts.  Supervisors  are  elected  to  four-year  terms 
by  residents  of  their  respective  districts.  Each  district  holds  approximately  350,000  residents. 

Budget  allocations  for  districts  are  equal-  approved  at  $647,475  for  FY  1999-00,  but  spending 
is  at  the  discretion  of  each  Supervisor.  There  are  two  budget  categories:  salaries  and 
employee  benefits  (about  94  percent  of  the  budget),  together  with  office  and  other 
miscellaneous  expenses  (almost  6  percent  of  the  budget).  Staff  salaries  and  staff  size  are  at 
the  discretion  of  each  district  office.  However,  for  budgetary  purposes,  average  staffing  for 
each  office  is  estimated  at  seven  FTEs. 

Board  of  Supervisors'  offices  in  Santa  Clara  County  are  generally  located  at  the  County 
Government  Center  for  all  five  districts  and  are  funded  through  County  General  Funds. 
Satellite  offices  located  in  the  districts  can  only  be  funded  through  campaign  funds  raised  by 
the  Supervisors  for  their  respective  district  offices. 

A  sample  budget  for  Santa  Clara  County's  FY  1999-00  is  attached. 

Santa  Cruz  County 

Contact  -  Dinah  Phillips:  831-454-3408 

There  are  five  Supervisorial  Districts  in  Santa  Cruz  County,  which  serve  a  population  of 
245,600  residents.  Supervisorial  offices  are  generally  located  at  the  County  Building.  The 
County  relies  on  donations  to  establish  satellite  offices  for  the  districts.  General  Fund  dollars 
allocated  to  the  Office  of  the  Board  of  Supervisors  are  not  separated  by  district,  but  instead,  all 
budgeting  is  done  in  the  aggregate. 


http://wvvw.ci.sf.ca.us/bdsupvrs/leganalyst/reports/006-99.htm 


6/11/01 


CCSF  |  Legislative  Analyst  Reports 


Page  3  of  5 


Spending  for  staffing  needs  is  discretionary.  Each  office  is  generally  staffed  by  two  full-time 
Aides,  and  may  include  one  or  two  additional  temporary  Administrative  Assistants.  The 
requested  budget  for  FY  1999-00  is  approximately  $1.4  million  for  all  five  districts.  Line  item 
categories  comprise  expenditures  for  salaries  and  benefits  (approximately  91  percent  of  the 
budget);  services  and  supplies  (approximately  6  percent  of  the  budget),  and  fixed  assets  (less 
than  1  percent  of  the  budget). 

A  sample  budget  for  fiscal  years  1997-98  through  1999-00  is  attached. 

Santa  Barbara  County 

Contact-  Judy  Sandoval:  805-568-3403 

Santa  Barbara  County  has  five  (5)  districts,  drawn  so  as  to  have  comparable  population;  they 
vary  in  geographical  size.  The  county  is  2,774  sq.mi.,  with  the  more  urban  area  centered 
around  City  of  Santa  Barbara  (called  South  County  area)  and  more  rural  North  County. 
Included  in  the  county  is  Los  Padres  National  Forest.  County  population  is  409,000. 

The  main  government  center  is  in  Santa  Barbara.  There  are  two  (2)  satellite  offices,  in  the  two 
second  largest  population  centers:  Santa  Maria  government  center  and  a  smaller  government 
center  in  Lompoc.  So,  these  are  not  district  offices  perse.  The  Santa  Maria  center  offers 
probation,  social  services,  and  health  services,  as  well  as  a  hearing  room  for  the  Supervisors 
and  Planning  Commission.  The  Board  meets  three  times/month  in  Santa  Barbara  and  once  a 
month  in  outlying  office  (Santa  Maria).  Teleconferencing  is  available  between  Santa  Barbara 
and  Santa  Maria  government  centers. 

City  of  Long  Beach 

Contact  -  Betsy  Elder:  562-570-6101 

The  population  of  Long  Beach  is  about  450,000.  There  are  nine  (9)  council  members.  Each 
district  is  about  47,000  -50,000  people,  roughly  equal  districts.  The  following  information  is  for 
District  8,  and  specifically  its  district  office.  Most  District  offices  are  on  public  property.  The 
district  8  office  is  one  of  the  few  that  is  not.  However,  office  space  is  donated.  The  owner  of  the 
center  (which  has  some  vacancies)  agreed  to  donate  the  space  for  two  years.  (He  took  the 
value  of  the  monthly  rent  he  could  collect  X  24  months  and  made  a  donation  in  kind  which  the 
Council  must  approve.)  So,  rent  is  free.  Apart  from  salaries  which  are  broken  out  by  council 
member,  not  by  downtown  and  district  office,  the  office  costs  about  $7,000./yr.  to  run.  Costs 
(excluding  salaries)  include: 

Utility  fees  $  1200./yr 

Association/grounds  fees  @  $110./mo  1300./yr 

Computers  in  the  field  office  are  hooked  up  to  City  Hall;  cost  depends  on  amount  of 
service/servers  desired.  Computers  and  telephones  are  rented  from  the  city.  The  office  is 
about  400  sq.ft.  in  area. 

Staff  includes  volunteers  and  a  field  deputy  (1  FTE,  5  days/wk).  This  person  is  out  in  the 
district  at  community  meetings  as  well  as  in  the  district  office.  The  downtown  office  may 
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"dispatch  the  field  deputy"  within  the  district  as  needed.  The  more  active  community  members 
are  aware  of  the  office  and  drop  in.  If  something  needs  to  be  faxed  to  a  constituent,  it  is  faxed 
from  the  downtown  main  office  to  the  district  office  for  more  convenient  pick  up  by  the 
constituent. 

Each  council  member  has  about  3-5  staff,  no  clerical  support.  The  field  deputy  is  the  only 
employee  at  the  district  office.  Mr.  Kellogg  has  2  staff  downtown  and  1  in  district  office  His 
yearly  budget  is  about  $300,000.  This  data  is  for  one  council  member  only.  However, 
according  to  his  administrative  assistant  these  costs  are  representative.  Each  district  budget 
may  fluctuate  about  $40,000.  (Some  council  members  use  part-time  staff,  pay  less,  etc  ) 

The  Council  approves  the  budget  for  the  whole  council.  There  is  not  a  wide  difference  between 
members  budgets,  as  noted  .  Also,  the  press  acts  as  a  check  because  it  looks  at  this  issue, 
and  acts  as  a  watchdog. 

This  information  is  for  last  year.  The  proposed  budget  goal  is  to  be  within  1%  of  last  year's 
budget,  so  the  information  is  still  good. 

City  of  Los  Angeles 

Contact  -  Marc  Girard:  213-485-3516 

The  population  of  the  City  is  about  3.7  million  people,  and  the  total  annual  budget  for  the 
Council  is  about  $19  million.  It  is  divided  equally  amongst  the  fifteen  (15)  Council  members 
and  they  have  discretion  in  their  own  budgeting,  typical  of  the  jurisdictions  surveyed.  That  is, 
one  member  may  want  more,  smaller  offices  if  his/her  district  is  geographically  large,  spend 
more  or  less  money  on  staff,  use  more  or  fewer  computers,  and  so  on.  Staff  is  about  1 0-20 
persons  per  district. 

Summary  and  Conclusions 

The  jurisdictions  surveyed  had  many  similarities.  Districts  are  basically  equally  drawn  re: 
population  and  may  vary  geographically.  Funding  is  almost  solely  General  Funds.  District 
representatives  are  generally  allotted  the  same  amount  of  funds;  funds  are  allocated  in  toto. 
that  is  downtown  and  district  office  funding  is  not  distinguished.  How  each  representative 
spends  the  funds  is  discretionary,  and  varies,  depending  on  relative  use  of  volunteers,  PTE 
and  FTE's,  number  of  computers,  phones  and  so  on.  Space  costs  for  the  outlying  district 
offices  are  minimal;  space  was  found  to  be  primarily  in  public  facilities  or  donated  space  in 
private  facilities.  The  major  cost  component  is  salaries  and  benefits,  with  operations  costs 
being  less. 


California  Districts 


Municipality 

Population 

# 

Districts 

Total 

Annual 

Budget 

Funding 

Source(s) 

Use  of  Funds 

# 

Staff/District 

Long  Beach 

450,000 

9 

$3.9 

General 

Salaries. 

Varies  by 
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million 

Fund 

overhead, 
e.g., utilities, 
operating 
expenses 

district.  3-5 
Aides,  no 
clerical 
support,  plus 
volunteers 

City  of  Los  Angeles 

3.7  million 

15 

$19  million 

General 

Fund, 

Prop.  A 

Local 

Transit 

Fund 

Salaries, 
expense, 
equipment 

10-20  staff- 
varies  at 
discretion  of 
council 
member 

City  of  Oakland 

396,300 

7 

$3  million 

General 
Fund 

Personnel 
services; 
Operations  and 
Maintenance 

2  PTEs 

(3  FTEs  for 

At-Large 

Member). 

Santa  Clara  County 

1,750,000 

5 

$3.2 
million 

General 
Fund  for 
operations/ 

personnel; 

Campaign 

funds  for 

off-site 

office 

space 

Salaries  and 
Employee 
Benefits; 
Services  and 
Supplies 

Average  7 
FTEs,  plus 
volunteers 

Santa  Cruz 

245,600 

5 

$1.4 
million 

General 
Fund 

Salaries  and 
Benefits; 
Services  & 
Supplies;  Fixed 
Assets 

2  FTEsimay 
include  1-2 
additional 
temps. 

Santa  Barbara 
County 

409,000 

5 

$1,4 

million  (FY 
1999-2000 
proposed) 

General 
Fund 

Salaries  and 
expenses 

2-3  FTEs 

Source:  Information  compiled  by  the  Office  of  the  Legislative  Analyst,  San  Francisco. 
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LEGISLATIVE  ANALYSIS 


SAN  FRANCISCO 
PUBLIC  LIBRARY 


TO: 


HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 


FROM: 
DATE: 


Carol  Roos,  Sr.  Legislative  Analyst  0$~~' 
September  17,  1999 


SUBJECT: 


EMPLOYMENT  OPPORTUNITIES  FOR  WORKFARE  WORKERS  UNDER 
THE  CITY'S  CIVIL  SERVICE  SYSTEM 


SUMMARY  OF  REQUESTED  ACTION 

The  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst  (OLA)  conduct  an  analysis  and 
make  recommendations  as  to  how  the  City's  Civil  Service  system  could  be  revised  to  enable  Departments  to 
provide  permanent  employment  opportunities  for  Workfare  workers. 


San  Francisco  has  instituted  transition  programs  from  Workfare  to  placement  in  permanent  Civil  Service 
positions,  under  existing  conditions.  Training  by  Departments  contracting  through  CBO's  ,  and  use  of  trainee 
classifications  have  been  utilized  for  persons  formerly  on  General  Assistance,  including  Workfare.  The 
of  such  programs  is  dependent  on  the  number  of  positions  budgeted,  and  their  pay  levels,  which  factors,  in  turn, 
also  determine  the  costs  of  the  programs.  In  light  of  the  above,  revisions  to  the  Civil  Service  system,  which 
would  be  cumbersome,  are  not  necessary  to  implement  transition  programs. 


The  overall  policy  issue  is  whether  barriers  exist  in  current  practice  that  hinder  the  transition  of  participants 
from  Workfare  into  permanent  Civil  Service  jobs,  and  how  to  improve  this  transition.  Specific  issues  include 
how  experience  is  acquired  and  applied  toward  permanent  positions  and  minimum  qualifications  for  certain 
classifications;  whether  rotation  of  Workfare  assignments  helps  or  hinders  participants  in  finding  permanent 
jobs;  tracking  Workfare  experience  and  other  relevant  data  collection  in  order  to  better  implement  and  evaluate 
Welfare-to-Work  programs;  labor  issues  such  as  use  of  non  civil  serv  ice  workers  to  do  tasks  done  by  City- 
employees;  and  issues  related  to  preference  for  Workfare  participants,  compared  to  other  workers. 


EXECUTIVE  SUMMARY 


ISSUES 
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OPTIONS 

The  following  options  would  better  enable  Workfare  workers  to  become  permanent  City  employees. 

•  Continue  to  coordinate  the  Workfare-to-Work  process  among  interested  parties  including  Workfare 
participants,  advocates,  labor,  Departments  of  Human  Serv  ices  and  Civil  Service,  Human  Resources  and 
other  City  Departments  which  all  serve  the  Workfare  population,  in  order  to  share  information,  expand 
programs,  and  facilitate  the  Workfare-to-Work  process  in  relation  to  City  jobs. 

•  Computerize  DHS  data  tracking,  including  tracking  of  Workfare  participants'  experience  earned,  length  of 
serv  ice  and  other  relevant  employment  information  for  use  in  moving  recipients  into  trainee  programs  and 
permanent  employment,  monitoring  placement  rates,  and  providing  other  pertinent  information  to  improve 
overall  record  keeping  and  the  ability  to  determine  program  results. 

•  Expand  use  of  trainee/  intern,  transitional  job  classes,  which  provide  a  link  between  Workfare  assignments 
and  permanent  City  employment,  making  recipients  more  competitive  for  City  jobs,  as  well  as  non-City 
jobs.  Increase  the  number  and  type  of  participating  Departments  to  transition  Workfare  participants  into 
training  programs  and/or  trainee  classifications.  The  City  could  conduct  an  evaluation  to  identify  additional 
Departments. 

Increase  the  number  and  type  of  trainee  classifications.  For  example,  expand  use  of  clerk  and/or  clerk  typist 
classes,  as  done  in  Santa  Clara  County,  planned  for  Alameda  County,  and  started  at  DHS.  Such  a  program 
appears  to  warrant  further  application  in  San  Francisco.  It  would  provide  a  broad  training  area,  in  addition 
to  current  programs.  And,  Civil  Service  tests  continuously  for  such  positions,  demonstrating  ongoing 
demand  in  the  City  for  people  with  clerk  or  clerk-typist  skills  to  fill  permanent  positions. 

•  Use  existing  preference  credits  such  as  Veterans  credits,  or  establish  additional  credits  for  Workfare 
participants  in  the  qualification  and  examination  processes  for  permanent  Civil  Service  positions.  City 
Attorney  staff  has  indicated  that  the  additional  preference  credits  option  may  be  subject  to  challenge  under 
Federal  Equal  Protection  statutes. 

All  options  require  allocation  of  funds  and  resources.  Funding  would  need  to  be  obtained  through  the  City 
budget  process  from  the  General  Fund  or  other  sources;  from  Federal;  and/or  State  funding  sources  or 
mechanisms  augmented  by  non-profit  funding  sources.  With  the  exception  of  new  preference  credits,  the 
options  could  probably  be  implemented  without  changes  to  the  Civil  Service  system,  that  is,  within  existing 
systems,  regulations,  and  City  Departments. 
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ANALYSIS 


BACKGROUND 

Welfare  reform  has  challenged  DHS  and  other  local  agencies  to  redefine  their  mission  and  function,  from 
pnmanly  enforcers  of  regulations  and  processors  of  public  aid,  to  agents  of  change  and  brokers  oferaph  ymei 
and  training  resources.  The  City  and  County  of  San  Francisco  has  responded  by  adapting  its  programs  to 
welfare  reform  and  creating  new  programs. 

City  Programs 

There  are  currently  about  860  Workfare  recipients  in  the  City  of  which  about  500  perform  assignments  for  City 
agencies  and  about  360  perform  Alternative  work  assignments  for  Community  Based  Organizations  (CBO's). 
Workfare,  according  to  DHS  staff,  is  the  performance  of  community  service  in  exchange  for  County  cash 
assistance  of  S364/month  for  PAES  participants  or  S294/mo  for  GA  recipients,  and  provides  transitional  w  ork 
experience  for  all  employment  sectors,  public  and  private,  not  only  entry  experience  for  City  jobs.    DHS,  in 
conjunction  with  a  number  of  City  Departments,  has  other  programs  in  place,  or  in  development,  designed  to 
enable  welfare  recipients  to  transition  to  public  and/or  private  sector  employment.  These  include  the  Personal 
Assisted  Employment  Services  Program  (PAES),  and  training  programs  in  partnership  with  Community  Based 
Organizations  (CBO's),  or  use  of  City  trainee  classes;  for  example,  such  programs  are  in  operation  at  the  Public 
Works  and  Recreation  and  Park  departments.  Under  its  County  Adult  Assistance  Programs  (CAAP).  DHS 
administers  the  PAES  program  and  General  Assistance  (GA);  both  are  for  adults  who  can  work. 

Workfare,  for  the  purpose  of  this  analysis  refers  to  both  Work  Assignment  in  the  PAES  program  and  Workfare 
in  the  General  Assistance  program.  PAES  participants  do  not  generally  perform  Work  Assignments  for  more 
than  three  months. 

Advocates  have  identified  barriers  to  permanent  City  and  County  employment.  According  to  POWER 
Organized  to  Win  Employment  Rights),  the  primary  barrier  is  that  Workfare  experience  is  considered  by  the 
City  as  insufficient  to  qualify  a  person  for  permanent  civil  service  employment  in  classifications  most  analogous 
to  Workfare  positions.  In  its  October  1998  Civil  Service  report,  Department  of  Human  Resources  (DHR)  staff 
notes  that  Workfare  participants  will  have  difficulty  meeting  minimum  requirements  with  Workfare  experience 
alone,  in  breadth  of  experience  and  minimum  length  of  experience.  Rotation  (rotation  to  different  types  of 
assignments  and  worksites  after  a  certain  period  of  time)  in  Workfare  assignments  has  also  been  criticized  by 
advocates  as  not  providing  the  type  of  experience  necessary  to  qualify  for  City  and  County  positions  because 
the  short  duration  of  each  assignment  does  not  allow  accrual  of  necessary  length  of  service  to  qualify  for 
minimum  qualifications;  nor  does  rotation  reinforce  stability  in  the  Workfare  client.  Advocates  assert  that 
employment  in  Workfare  is  equivalent  to  work  in  certain  CCSF  job  classifications  (assessed  in  the  October 
1998  report  discussed  below),  and  should  qualify  those  doing  the  work  for  permanent  employment  in  those 
classes. 
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Department  of  Human  Resources  Study 

As  described  in  the  October  1998  Civil  Service  report,  DHR  conducted  a  study  of  VVorkfare  duties  to  determine 
if  the  assignments  provided  the  experience  required  to  qualify  for  four  classes  cited  by  POWER  (2736  Porter, 
7514  General  Laborer,  9102  Transit  Car  Cleaner  and  2760  Laundry  Worker).  The  study  did  not  consider  issues 
outside  the  jurisdiction  of  the  DHR  or  Civil  Serv  ice  Commission  (CSC)  such  as  program  design  or  policy 
issues,  including  rotation  of  assignments,  or  assignments  in  agencies  outside  the  authority  of  the  CSC,  such  as  at 
the  Housing  Authority.  Individuals'  qualifications  and  possession  of  critical  knowledge,  abilities  or  skills 
which  may  have  been  gained  outside  their  Workfare  assignment  were  not  considered  in  the  analysis  although,  as 
noted  below,  such  experience  would  be  considered  by  DHR  in  relation  to  minimum  job  qualifications.  DHR 
evaluated  experience  in  Workfare  assignments  at  MUNI,  SFGH,  Recreation  and  Park  and  DPW.  A  sample  of 
the  total  Workfare  workforce,  as  well  as  supervisors  and  managers,  was  surv  eyed  through  on-site  interviews  and 
observation  at  worksites  throughout  the  City.  Workers  with  experience  ranging  from  one  day  to  nine  years  (at  a 
rate  of  about  13  hours/week)  were  interviewed.  The  average  length  of  Workfare  experience  of  those  was  2.4 
years  (  at  a  rate  of  13  hours/week).  Initial  study  results  were  augmented  by  additional  surveys  of  workers  and 
managers  in  response  to  claims  by  POWER  that  the  original  sample  size  was  not  representative  of  the  total 
workforce  and  did  not  identify  typical  tasks  assigned.  The  October  1998  DHR  survey  found  that  Workfare 
recipients  performed  some  qualifying  tasks,  but  not  the  full  range  of  tasks  meeting  the  minimum  qualifications 
for  the  subject  classes  except  for  9102  Transit  Car  Cleaner  for  which  Workfare  experience  alone  was 
considered  equivalent  to  minimum  qualifying  experience. 

CURRENT  LAW  and/or  PR4CTICE 

Workfare  in  San  Francisco  derives  from  the  state  Welfare  and  Institutions  Code,  Section  17000,  which  requires 
that  every  county  provide  emergency  relief  for  its  indigent  residents  who  have  no  other  means  of  support. 
According  to  Article  VII  of  the  San  Francisco  Administrative  Code,  employable  applicants  and/or  recipients 
shall  perform  such  volunteer  or  other  work  assignments  as  are  made  available  by  the  Department  of  Human 
Services  (Article  VII,  General  Assistance  Program,  Section  20.58.2(b)(7)).  This  section,  which  authorizes  DHS 
to  create  work  assignments,  is  the  basis  for  Workfare.  Article  IX,  Personal  Assisted  Employment  Services 
(PAES)  references  the  written  Participant  Agreement  which  outlines  the  first  phase  of  PAES  activities  with 
which  the  participant  must  comply.   Such  activities  may  include  "supported  work  experience."  (Article  IX, 
Section  20.77.1(a)(1)). 

EMPLOYMENT  WITH  THE  CITY  AND  COUNTY 
Civil  Service  System 

San  Francisco  Civil  Service  is  an  open,  merit  system  including  open  recruitment  (pursuant  to  Section  10.100  of 
the  Charter  which  provides  authorization  for  the  Civil  Service  system).  Job  opportunities  are  widely  advertised, 
open  to  all  and  highly  competitive.  Civil  Service  staff  stress  the  underlying  principle  of  the  open  system  which 
does  not  give  preference  to  any  group  or  protected  class,  although  all  are  encouraged  to  apply. 

Advancement  to  interview/exam  and  selection  depends  on  meeting  minimum  qualifications,  but  is  not  based 
solely  on  that  criterion.  Hiring  agencies  do  not  always  hire  at  the  minimum  level,  a  candidate  meeting 
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minimum  qualifications  is  not  guaranteed  an  interview,  and  respondents  to  job  announcements  routinely 
minimum  qualifications,  according  to  DHR.  Desirable  skills  and  abilities  and  experience,  however,  ma) 
include  relevant  experience  in  San  Francisco  or  another  large  metropolitan  area.  Job  classifications  and 
announcements  are  developed  according  to  standards  for  the  particular  profession.  Civil  Service  rules  and 
procedures  which  include  assessment  of  the  job,  development  of  minimum  qualifications  including  desirable 
knowledge,  skills  and  abilities  and  other  criteria  as  necessary.  The  job  announcement,  certification  and 
process  are  developed  according  to  these  prescribed  procedures. 

There  are  three  types  of  employment:  Provisional;  Permanent  Civil  Service;  and  Exempt.  A  permanent  position 
is  defined  by  Civil  Service  rules  as  an  appointment  made  as  a  result  of  a  certification  from  an  eligible  lisl  to  a 
permanent  position  or  to  a  position  declared  permanent.  An  examination  announcement  for  a  specific 
classification  is  issued.  The  announcement  includes  information  about  the  minimum  qualifications  required,  the 
testing  process  to  be  used,  and  the  certification  rule  to  be  used  to  certify  eligibles  for  the  positions. 

Departments  may  utilize  training  programs  outside  Civil  Service,  and/or  Civil  Service  trainee  classifications 
which  are  provisional  (or  temporary-exempt)  appointments,  usually  limited  as  to  duration.  Work  counts  tow  ard 
qualifying  experience  and  increases  competitiveness  for  permanent  positions.  Departments  using  Workfare 
programs  include  Recreation  and  Park,  Public  Works,  the  Municipal  Railway,  and  San  Francisco  General 
Hospital.  The  Recreation  and  Park  Department,  Department  of  Public  Works,  and  Department  of  Human 
Resources  also  use  post- Workfare  training/trainee  programs.  Recreation  and  Park,  DPW  and  DHS  staff 
generally  report  that  at  the  end  of  the  trainee  period,  the  worker  is  a  competitive  candidate  for  associated 
permanent  Civil  Service  classifications. 

FY  1999-2000  Budget 

The  City's  FY1 999-2000  budget  includes  enhanced  funding  of  approximately  S2.75  million  for  Welfare-tO-Work, 
including  about  S2.2  million  for  DHS  job  training  and  employment  counseling,  expansion  of  Wei  fare-to- Work 
program/training  at  MUNI  ($200,000),  and  18  positions  for  the  Recreation  and  Park  Department  to  staff  its  Welfare-to- 
Work  park  maintenance; program  ($345,000). 

Trainee  Positions 

Currently,  the  Departments  of  Recreation  and  Park,  Public  Works,  Public  Health,  and  Human  Services  may  use 
workers  previously  on  General  Assistance,  including  Workfare,  in  their  trainee  programs. 

Recreation  and  Park  Department  Program 

The  Recreation  and  Park  Department  has  used  the  9910  Public  Service  Trainee  class  since  FY1996-9"7.  The 
9910  program  is  currently  a  four-month  program  the  mission  of  which  is  to  address  deferred  maintenance 
projects  within  the  park  system.  For  FY  1998-99,  the  Recreation  and  Park  Department  budget  includes  twelve 
(12)  9910  Public  Service  Training  positions,  at  59/hour,  a  total  cost  of  S200,  448.  Participants  w  ork  a 
maximum  four  months  and  there  are  twelve  participants  at  any  one  time.  Through  the  9910  Public  Service 
Training  program,  the  Department  trains  General  Assistance  (GA  recipients)  in  maintaining  parks,  squares  and 
other  facilities  for  the  Department. 

According  to  Recreation  and  Park  Department  staff,  about  60  percent  of  Public  Service  trainees  are  selected 
from  the  DHS  Workfare  program.  The  other  40  percent  are  selected  from  CBO's  in  San  Francisco.  After 
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participants  are  selected  for  the  9910  program,  the  Recreation  and  Park  Department  facilitates  a  series  of 
workshops  for  developing  relevant  workplace  skills  including  punctuality,  attendance,  appropriate  dress,  and 
attention  to  workplace  rules.  Participants  are  encouraged  to  discuss  savings  accounts  and  financial  issues,  with 
local  banks.  (During  the  three-month  period  of  transition  from  GA  to  salary  from  the  City,  Income  Disregard 
provisions  are  in  effect,  allowing  recipients  to  earn  salary  and  retain  GA  assistance.)  Once  the  participant  has 
completed  the  9910  trainee  period  he/she  is  in  a  more  competitive  position  for  associated  permanent  Civil 
Service  classifications,  as  well  as  private  sector  jobs.  However,  completion  of  the  training  program  must  be 
coordinated  with  the  Civil  Service  exam  process. 

During  the  FY1999-00  budget  process,  the  Department  has  requested  six  new  positions  for  S 1 37,808,  for  total 
funding  of  $345,000  for  eighteen  (18)  Public  Service  Training  positions.  For  FY2000-01,  the  Recreation  and 
Park  Department  plans  to  propose  an  increase  in  level  of  funding  for  this  program.  The  Department  plans  to 
upgrade  five  (5),  9910  positions  to  7501  Environmental  Serv  ice  Worker  positions.  The  7501  classification 
would  allow  the  Department  to  provide  higher  level  training,  for  a  two-year  period,  to  9910  trainees  w  ho 
demonstrate  aptitude  in  gardening  and  custodial  services,  toward  qualification  for  permanent  3417  Gardener  an 
2708  Custodian  positions. 

Department  of  Public  Works  Program 

The  Department  of  Public  Works  has  operated  two  programs,  1)  a  non  Civil  Service  Sidewalk  Cleaner 
position,  part  of  the  City  anti-litter  effort,  contracted  through  a  CBO,  San  Francisco  League  of  Urban  Gardener 
(SLUG),  using  PAES  participants  and  GA  recipients,  and  2)  class  7501  Environmental  Service  Worker,  a  Civi! 
Service  trainee  program  directed  at  the  7514  General  Laborer  permanent  classification. 

The  non-Civil  Service  program  is  a  four-year  funded  program  jointly  developed  by  the  Department  of  Human 
Services  and  the  Department  of  Public  Works.  In  conjunction  with  the  San  Francisco  League  of  Urban 
Gardeners  (SLUG),  and  screening  with  subcontractor  Young  Community  Developers,  a  pool  of  400  candidates 
on  PAES  and  GA  was  selected,  and  yielded  44  participants.  The  cost  of  this  program  according  to  DPW 
personnel  was  about  Sl,023,829/year  for  44  positions,  at  an  average  cost  of  about  S31,000/year  per  supervisor 
and  $22,000  per  worker  (both  include  overhead  and  fringes). 

Under  the  Civil  Service  program,  the  7501  Street  Environmental  Service  Worker  trainee  class  was  used. 
Referrals  currently  come  from  CBO's  including  Chinese  for  Affirmative  Action,  Ella  Hill  Hutch  Community 
Center,  Young  Community  Developers  ,  and  Mission  Hiring  Hall.   After  two  years  in  the  program,  participant 
can  test  more  competitively  for  the  7514,  General  Laborer  classification  because  they  have  developed  relevant 
job  skills.  To  date,  two  (2)  individuals  are  known  to  have  been  hired  as  permanent  employees.  The  DPW 
program  is  reaching  the  one-year  point,  so  it  is  too  early  for  many  trainees  to  have  transitioned  to  permanent 
employment.  Precise  data  about  how  many  Workfare  participants  have  been  hired  as  permanent  employees 
before  this  program  is  not  available  from  the  Department.  Such  information  is  not  collected  or  recorded;  that  is 
Departments  do  not  ask  applicants  for  City  jobs  whether  they  have  been  on  welfare  as  part  of  the  hiring  process 
As  discussed  below,  DHS  does  collect  such  data  as  part  of  its  implementation  of  welfare  programs  including 
Workfare. 
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Department  of  Human  Services  Program 

The  Department  of  Human  Services  also  operates  a  trainee  program  that  includes  persons  formerly  on 
Workfare.  DHS  has  budgeted  36  positions  for  Cal WORKS  and  CAAP  clients  as  9910  9912  Public  v 
Aides.  The  trainees  learn  typing,  filing,  receptionist  and  data  entry  skills,  supporting  DHS  payroll  and 
CalWORKS  functions.  In  the  DHS  program,  clients  work  32  hours  per  week  and  perform  job  search  or  other 
training  activities  during  the  balance  of  their  time.  The  program  is  limited  to  eight  (8)  months.  DHS  is  working 
with  City  College  of  San  Francisco  to  increase  the  number  of  job  opportunities  and  strengthen  the  training 
component  of  the  program.  DHS  also  runs  a  Community  Jobs  Initiative  (CJI)  program,  a  two-year  pilot 
program  that  will  serve  up  to  200  CalWORKS  clients.  CJI  increases  employability  through  paid  work 
experience  in  a  non  threatening,  closely  supervised  setting.  DHS  is  exploring  implementing  a  similar  model  for 
PAES  clients. 

While  duties  are  varied,  most  are  clerical  in  nature.  Since  April  1998,  64  CalWORKS,  PAES  and  GA  clients 
have  been  hired  as  Public  Service  Trainees  at  DHS.  Of  the  64,  thirty  (30)  people,  or  47  percent,  are  currentl) 
still  working  at  DHS,  in  9910/12  positions.  Twenty  (20),  or  31  percent,  left  to  take  jobs  in  the  private,  non- 
profit or  unknown  sector,  three  (3),  or  five  percent,  left  the  trainee  positions  to  take  civil  service  jobs  in  DHS, 
nine  (9)  people,  or  14  percent,  resigned  (for  example,  moved,  due  to  pregnancy,  or  attending  school,  or  other). 
Two  (2)  people,  or  three  percent,  had  unknown  outcomes.  This  program,  for  CalWORKS  and  CAAP  clients, 
could  be  implemented  for  Workfare  clients  as  well. 

Other  City  Departments 

MUNI  and  SFGH  also  use  Workfare  participants  at  worksites.  However,  they  do  not  use  trainee  programs  to  the 
same  extent;  and  SFGH,  especially  has  cut  back  its  participation  in  Workfare  programs.  As  noted  above,  of  the 
four  classifications  identified  by  POWER,  DHR  found  that  only  Workfare  duties  alone  at  MUNI  were 
equivalent  to  experience  required  for  the  Transit  Car  Cleaner  classification. 

OTHER  JURISDICTIONS 

Santa  Clara  County  operates  a  program  which  transitions  participants  from  welfare  to  permanent  County 
positions.  Alameda  County  is  developing  a  similar  program.  Both  counties'  programs  focus  on  clerical  training 
for  permanent  clerk/  clerk  typist  types  of  classifications. 

Santa  Clara  County  has  implemented  the  Social  Services  Agency  Unclassified  to  Classified  Clerk  Typist 
project.  The  Social  Services  Agency  (SSA)  has  the  ability  to  continuously  staff  up  to  25  Clerk  Typist  positions 
at  the  Unclassified  status.  These  positions  must  be  filled  from  eligible  Job  Training  Partnership  Act 
(JTPA)/Greater  Avenues  to  Independence  (GAIN)/  California  Work  Opportunities  and  Responsibilities  to  Kids 
(CALWORKS)  program  participants. 

This  project  employs  people  who  are  currently  clients  of  a  Santa  Clara  County  Job  Training  Program  in  an 
unclassified  code  and,  when  they  receive  a  successful  employment  rating  by  their  supervisor,  transitions  them 
into  classified  service.  Thus,  the  individual  is  no  longer  a  program  client,  but  becomes  a  staff  member  of  the 
Santa  Clara  County  work  force.  The  transition  from  unclassified  to  classified  status  occurs  when  the  employee 
is  recommended  for  transfer  by  his/her  supervisor  through  the  Unclassified  Clerk  Typist  -  Rating  Form.  A 
written  examination  is  given  after  the  employee  is  initially  hired  and  the  results  are  used  to  assess  training 
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needs;  results  are  not  used  for  qualification  purposes.  This  program,  begun  in  the  1980's,  predates  Welfare 
reform.  Santa  Clara  County  has  a  process  whereby  the  Board  of  Supervisors  may  approve  such  hires  of  welfan 
workers  without  changing  civil  service  procedures. 

Alameda  County  is  initiating  a  similar  program  based  on  the  Santa  Clara  model.  The  program,  currently  in  the 
concept  phase,  would  be  a  collaboration  of  the  Service  Employees  International  Union  (SEIU),  Local  616, 
Laney  and  Chabot  Community  Colleges,  Alameda  County  Human  Resources  Service  (HRS)  and  Social 
Services  Agency  (SSA).  The  purpose  of  the  program  is  to  train,  support  and  place  motivated  CalWORKS 
recipients  with  limited  marketable  skills  in  provisional  Clerk  I  positions  with  the  goal  to  transition  these 
participants  into  permanent  Clerk  II  positions. 

In  San  Francisco,  DHS  now  teaches  clerical  and  data  entry  skills  to  30  CalWORKS  and  CAAP  clients. 
POLICY  ANALYSIS/ISSUES  ANALYSIS 

Application  of  Workfare  Experience  Toward  Qualification  for  City  Jobs 

Issues  discussed  in  this  section  relate  to  what  extent  tasks  performed  under  the  Workfare  program  in  the  City 
count  toward  permanent  jobs  with  the  City  and  County. 

Regarding  the  issue  of  whether  Workfare  experience  is  equivalent  to  minimum  qualifications  for  permanent 
positions,  DHR  in  its  October  1998  survey  concluded  that  Workfare  workers'  experience  cleaning  buses 
should  be  considered  qualifying  for  9102  Transit  Car  Cleaner.  Workfare  experience  was  not  found  to  be 
equivalent  to  minimum  qualifications  for  the  other  subject  classifications.  However,  DHR  noted  that  to  the 
extent  that  workers  meet  the  minimum  qualifications  through  other  means,  they  would  be  eligible  to  participate 
in  CSC  exams,  and  recommended  that  any  other  experience  gained  through  Wei  fare-to- Work  programs  be 
considered  as  qualifying  on  a  case  by  case  basis  as  demonstrated  through  a  job  analysis.  DHR  staff  have 
indicated  that  they  consider  all  relevant  experience,  paid  and  unpaid. 

In  the  Department  of  Public  Works,  Bureau  of  Street  Environmental  Services,  Workfare  experience  is  allowed 
as  qualifying  experience  for  the  7514  General  Laborer  classification.  Workfare  does  not  count  as  qualifying 
experience  for  laborer  positions  in  other  DPW  bureaus  and  City  departments  where  construction-related 
experience  is  required.  Trainee  positions  can  provide  a  link  for  the  transition.  For  example,  Workfare  advocate 
groups  have  referred  to  class  7501  as  a  model  consistent  with  their  goals. 

Precise  data  on  the  number  of  former  Workfare  participants  who  have  transitioned  to  permanent  City  jobs  is  not 
available  for  a  number  of  reasons.  Hiring  Departments,  as  noted,  do  not  query  employees  about  prior  welfare 
history,  and  some  programs  are  too  new  to  have  yielded  results  yet.  DHS  does  not  know  how  many  clients  have 
made  the  transition  to  City  jobs.  According  to  DHS  staff,  the  Department  does  not  have  a  mechanism  to  do  the 
tracking.  When  participants  leave  the  program,  they  may  do  so  for  a  number  of  reasons.  Some  do  not  turn  in 
their  income  information,  or  whether  they  got  a  job,  or  what  kind  of  job.  There  is  no  requirement  to  report 
subsequent  employment,  and  some  persons  do  not  want  to  stay  in  contact  with  DHS,  once  they  have  left 
welfare.  As  discussed  below,  data  tracking  could  be  improved  in  some  degree.  And,  it  would  be  technically 
feasible  to  obtain  exact  data  as  to  successful  transitions  to  City  employment.  However,  obtaining  inclusive 
information  would  be  labor  intensive  because,  for  example,  some  clients  are  homeless,  or  do  not  have  phones. 
As  noted  above,  some  persons  have  made  the  transition  to  date,  and  more  are  expected  to  do  so  in  the  future. 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


9 


Rotation 

The  issue  is  whether  rotation  is  a  help  or  hindrance  in  aiding  Workfare  participants  in  their  efforts  to  obtain  Cit) 
jobs. 

A  Workfare  assignment  rotation  policy  has  not  been  adopted  according  to  DHS  staff;  such  a  policy  may  be 
adopted  in  the  future.  Approximately  240  of  the  860  total  of  active  Workfare  participants  (at  both  Citj  sites  and 
and  CBO  sites)  are  currently  on  GA  and  could  be  subject  to  rotation  //these  individuals  were  to  remain  on  GA 
more  than  six  months.  The  number  would,  in  fact,  be  lower  because  of  the  number  of  individuals  who  lca\  e  the 
program  in  less  than  six  months  (some  of  whom  move  on  to  PAES;  some  move  on  to  employment;  others  mo\  e 
out  of  the  County,  and  so  on).  There  are  about  5,500  participants  currently  in  the  PAES  program  and  1,100  in 
GA.  The  rationale  for  a  rotation  policy  is  that  varied  experience  is  useful  and  helps  job  seekers  at  the  end  of 
Workfare,  given  that  the  charge  of  DHS  is  to  move  people  from  welfare  to  jobs  throughout  the  workforce,  and 
not  limited  to  placing  them  in  permanent  Civil  Service  jobs.  (San  Francisco  Administrative  Code,  and  the  San 
Francisco  Plan  for  Implementing  the  PAES  Plan;  June  18,  1998,  which  stipulate  "employment"  without 
qualifiers.)  DHS  has  indicated  a  willingness  to  consider  rotation  on  a  case-by-case  basis,  including  extension  of 
work  assignments.  Advocates  for  Workfare  participants  are  currently  focusing  their  advocacy  at  the  City  le\  el 
toward  permanent  City  jobs,  while  working  separately  on  private  sector  job  placement. 

Civil  Service  Barriers  to  Transition  Workfare  to  City  Jobs 

There  is  a  perception  primarily  in  the  advocate  community  that  current  Civil  Service  employment  system  erects 
barriers  to  a  transition  from  Welfare-to-Work,  specifically  to  permanent  positions  with  the  City  and  County. 

As  described  above,-City  Departments  including  DHS,  DPW,  MUNI,  Recreation  and  Park,  and  SFGH  have 
implemented,  or  are  now  implementing  Workfare-to-Work  programs,  as  described  above.  These  programs 
generally  are  of  two  types.  They  may  include  post- Workfare  non-Civil  Service  work  in  programs  with  joint 
department  and  CBO  (through  contract  with  the  Department)  participation.  Or,  they  may  include  City  trainee 
positions,  provisional  Civil  Service  classifications.  Both  provide  a  link  between  Workfare  and  permanent  Cn  il 
Service  jobs  by  preparing  participants  to  be  competitive  for  permanent  positions  within  the  public  and  private 
sectors.  Workfare  alone  does  not  provide  this  link. 

While  data  is  limited,  some  programs  are  new,  and  Departments  do  not  ask  job  applicants  whether  they  have 
been  on  welfare  or  record  such  information,  Workfare  clients,  and  CalWORKS  participants  before  them  have 
obtained  City  jobs.  From  limited  available  data,  it  is  known  that  two  persons  have  been  hired  at  DPW.  and 
three  at  DHS  under  CalWORKS;  20  CalWORKS  participants  were  hired  in  the  private  sector. 

Tracking  Workfare  Experience 

According  to  DHS  staff,  the  Workfare  program  includes  a  monthly  evaluation  from  the  worksite  supervisor, 
which  evaluation  goes  to  the  personnel  office  of  the  participating  Department.  Workfare  record  keeping 
includes  maintaining  evaluations  and  references,  and  weekly  time  reporting.  Evaluation  includes  a  one-sheet 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco.  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


1U 


form  with  categories  such  as  the  following:  attendance  and  punctuality;  quality  of  work;  demonstrated  ability  ti 
learn  new  skills;  ability  to  get  along  with  others;  use  of  materials  and  equipment;  safety;  and  overall  evaluation 
These  are  checked  off  as  Good,  Acceptable,  Needs  Improvement.  Thus,  worksite  assignment,  length  of  service 
and  basic  evaluation  records  are  maintained.  Methods  of  data  tracking  could  be  improved.  Record  keeping  is 
currently  done  manually,  and  DHS  staff  have  indicated  they  are  looking  at  ways  to  keep  better  track  of  people  ii 
its  trainee  program.  Computerizing  the  data  would  improve  records  maintenance,  and  the  ability  to  better  serve 
current  and  future  participants,  including  improved  tracking  of  applicants  from  Workfare-to-Work,  tracking  of 
other  components  of  the  system,  and  evaluating  program  results. 

Labor  Issues 

Programs  using  other  than  City  workers  to  perform  City  jobs  tasks  (bargain  unit  work  performed  by  non 
bargaining  unit  workers)  including  temporary  work,  are  generally  opposed  by  labor.  Existing  trainee  and  CB 
programs  at  the  Recreation  and  Park  Department  and  Department  of  Public  Works,  described  above,  have 
generally  avoided  labor  conflicts  and  proceeded  with  union  cooperation.  Potential  conflict  is  possible,  but  has 
been  avoided  in  these  cases.  Continued  union  participation  in  the  process  including,  for  example,  in  mentor 
and  apprenticeship  programs  would  contribute  to  facilitate  the  transition  from  Workfare-to-Work  in  City  jobs. 
Such  programs  could  augment  trainee/training  programs,  which  are  usually  of  limited  duration,  thus  extending 
the  participants'  length  of  experience  toward  qualification  for  permanent  jobs. 

Preference  Credits 

DHS  assists  a  variety  of  people  and  client  groups  in  the  City  and  County.  The  Department  has  created  a 
workforce  development  structure  in  San  Francisco  that  attempts  to  address  the  needs  of  all  low-income  persons, 
including  welfare  recipients. 

Qualifying  Workfare  participants  may  be  eligible  for  Veterans  credits  in  applying  for  permanent  City  jobs, 
under  existing  Civil  Service  rules.  Establishment  of  additional  preference  credits  based  on  other  criteria  such  as 
Workfare  participation  would  require  Charter  amendment  and  associated  processes  and  could  be  subject  to 
challenge  on  equal  protection  grounds,  according  to  City  Attorney  staff.  Such  additional  preference  points 
would  exclude  other  groups,  and  are  counter  to  the  open  merit  San  Francisco  Civil  Service  system. 

OPTIONS  and/or  RECOMMENDATIONS 

The  following  options  would  better  enable  Workfare  workers  to  become  permanent  City  employees. 


Continue  to  coordinate  the  Workfare-to-Work  process  among  interested  parties  including  Workfare 
participants,  advocates,  labor.  Departments  of  Human  Services  and  Civil  Service,  Human  Resources  and 
other  City  Departments  which  all  serve  the  Workfare  population,  in  order  to  share  information  and  facilitate 
the  Workfare-to-Work  process  in  relation  to  City  jobs. 

Computerize  DHS  data  tracking,  including  tracking  of  Workfare  participants'  experience  earned,  length  of 
service  and  other  relevant  employment  information  for  use  in  moving  recipients  into  trainee  programs  and 
permanent  employment,  monitoring  placement  rates,  and  providing  other  pertinent  information  to  improve 
overall  record  keeping  and  the  ability  to  determine  program  results. 
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•  Expand  use  of  trainee/  intern,  transitional  job  classes,  which  provide  a  link  between  Workfare  assignments 
and  permanent  City  employment,  making  recipients  more  competitive  for  City  jobs,  as  well  as 

jobs.  Increase  the  number  and  type  of  participating  Departments  to  transition  Workfare  participant 
training  programs  and/or  trainee  classifications.  The  City  could  conduct  an  evaluation  to  identity  additional 
Departments. 

•  Increase  the  number  and  type  of  trainee  classifications.  For  example,  expand  use  of  clerk  and  or  clerk  t\  pisl 
classes,  as  done  in  Santa  Clara  County,  planned  for  Alameda  County,  and  started  at  DHS.  Such  a  program 
appears  to  warrant  further  testing  in  San  Francisco.  It  would  provide  a  broad  training  area,  in  addition  to 
current  programs.  Civil  Service  tests  continuously  for  such  positions,  demonstrating  ongoing  demand  in  the 
City  for  people  with  clerk  or  clerk-typist  skills  to  fill  permanent  positions.  In  San  Francisco,  DHS  now 
teaches  clerical  and  data  entry  skills  to  about  30  CalWORKS  and  CAAP  clients. 

•  Use  existing  preference  credits  such  as  Veterans  credits,  or  establish  additional  credits  for  Workfare 
participants  in  the  qualification  and  examination  processes  for  permanent  Civil  Service  positions  l 
Attorney  staff  has  indicated,  however,  that  the  additional  preference  credits  option  may  be  subject  to 
challenge  under  Federal  Equal  Protection  statutes. 

All  options  require  allocation  of  funds  and  resources.  Funding  would  need  to  be  obtained  through  the  City 
budget  process  from  the  General  Fund  or  other  sources;  from  Federal;  and/or  State  funding  sources  or 
mechanisms  augmented  by  non-profit  funding  sources.  With  the  exception  of  new  preference  credits,  the 
options  could  probably  be  implemented  without  changes  to  the  Civil  Service  system,  that  is.  within  existing 
systems  and  regulations,  and  City  Departments. 
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FROM: 
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Carol  Roos,  Sr.  Legislative  Analyst  C/&~~ 
October  1,  1999 


SUBJECT 

(FILE  NO.):     PROPOSED  AMENDMENTS  TO  THE  SAN  FRANCISCO  FIRE  (990715),  BUILDING 

(990788),  ELECTRICAL  (990790),  HOUSING  (990792),  MECHANICAL  (990794),  AND 
PLUMBING  CODES  (990796) 

SUMMARY  OF  REQUESTED  ACTION 

The  San  Francisco  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst  (OLA)  conduct  a 
thorough  research  and  policy  analysis  to  determine  the  impacts  of  the  proposed  amendments  to  the  City's 
Fire,  Building,  Electrical,  Housing,  Mechanical  and  Plumbing  Codes. 

)  EXECUTIVE  SUMMARY 


Overall  policy  issues  related  to  the  Codes  amendment  process  include  format,  public  participation  and 
timelines,  and  the  type  of  amendments  and  their  effect.  Concerns  have  been  raised  that  drafts  do  not  conform 
to  mandated  formats,  that  the  public  has  not  been  sufficiently  included  in  the  process,  and  that  the  proposed 
amendments  will  weaken  the  codes. 

Based  on  review  of  all  referenced  amendments  and  their  rationale,  the  bulk  of  the  codes  would  remain 
unchanged.  The  majority  of  amendments,  in  number,  are  housekeeping  in  nature,  including  elimination  of 
redundancies,  reorganization  or  renaming  material  to  correspond  to  the  California  Code,  and  deletion  of  less 
restrictive  provisions,  which  are  not  permitted  (except  for  the  Housing  Code).  There  are  also  substantive 
revisions  to  the  Codes,  and  their  rationale  is  provided.  The  Board  of  Supervisors  may  readopt  the  Code 
amendments  as  interim  controls  with  a  new  Sunset  date,  or  adopt  them  as  permanent  controls.  Under  the 
latter  scenario,  the  permanent  controls  could  still  be  amended,  by  ordinance,  over  a  longer  period  of  time.  The 
Board  could  also  reject  some,  or  all,  of  the  proposed  San  Francisco  (SF)  amendments. 

In  the  latter  case,  only  the  California  State  Code  would  be  in  effect  without  provisions  for  local  conditions, 
including  high  population  density  combined  with  hilly  topography,  geology/seismic  factors,  and  climate 
including  local  fog  and  dampness.  Important  SF  regulations  that  would  be  lost  include  local  equivalencies 
(addressed  in  the  proposed  appendix  consolidating  administrative  bulletins)  based  on  unique  topographical 
conditions  in  the  City  including  the  built  environment  and  historic  pattern  of  development.  Other  sections  that 
would  be  lost  include  those  providing  for  special  committees  such  as  the  Structural  Advisory  Committee, 
jpossibly  the  Unreinforced  Masonry  Building  Appeals  Board  and  other  Boards,  Express  Plan  Review,  sprinkling 
and  other  fire-safety  requirements  for  new  and  existing  high-rise  buildings  and  group  housing,  security 


ISSUES 
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requirements  and  emergency  exits  for  apartments,  hotels  and  motels  and  single  and  two-family  dwellings 
where  there  are  security  bars  or  gates,  exemption  for  homeless  shelters  from  code  provisions,  water 
conservation  requirements,  local  structural  design  requirements  for  seismic  safety,  parapet  regulation, 
asbestos  notification  procedures,  and  lead  paint  removal  requirements. 

The  next  code  cycle  will  occur  in  less  than  three  years,  allowing  reconsideration  of  amendments  at  that  time. 
The  Board  can  also  reconsider  the  local  amendments,  at  any  time.  Given  the  issues  raised  in  this  code  cycle, 
San  Francisco  has  an  opportunity  to  continue  the  process  now  begun  of  reviewing  the  code  amendment 
procedures  including  format,  formal  representation  by  neighborhood  groups,  and  review  and  disposition  of 
proposed  amendments.  Formatting  of  amendments  could  also  be  improved  for  future  cycles  to  make  it  easier 
to  read  and  track  amendments.  With  an  improved  process  in  place,  the  City  will  be  better  prepared  to 
consider  the  unified  national  code  (International  Code),  when  it  is  published  in  year  2000. 

ANALYSIS 

BACKGROUND 

There  are  three  tiers  of  relevant  Codes.  At  the  National  level,  there  are  three  (regional  )  model  code  groups 
(building,  electrical,  fire,  etc.)  on  which  most  states  and  localities  in  the  United  States  base  their  own  codes. 
States  may  adopt  one  of  the  model  codes  entirely,  or  in  part,  or  write  their  own  codes.  One,  called  the 
International  Code  (now  in  preliminary  draft  form),  is  being  developed  to  replace  the  three  regional  codes.  The 
first  edition  is  planned  to  be  published  in  the  year  2000. 

California  Code.   Every  three  (  3)  years,  the  state  publishes  a  new  edition  of  the  California  Building 
Standards  Code  (California  Code)  currently  based  upon  Uniform  Building,  Mechanical,  Plumbing,  Electrical 
and  Fire  Codes,  (Health  and  Safety  Code  §§'318938  and  18942).  The  state  adopts  substantial  portions  of  the 
Uniform  Codes,  and  may  amend  those  under  its  jurisdiction  including  State  Fire  Marshal  provisions  and  those 
provisions  applicable  specifically  to  schools,  hospitals,  and  state-owned  buildings.  A  discussion  of  Local 
Codes  follows. 

CURRENT  LAW  and/or  PRACTICE 

Prior  to  1989,  San  Francisco  could  write  its  own  codes,  with  locally-oriented  provisions  that  might  be  more  or 
less  restrictive  than  the  state  codes.  State  legislation  eliminated  the  ability  to  include  less  restrictive  provisions 
altogether,  and  allowed  more  restrictive  provisions  only  if  justified  on  the  basis  of  three,  specific  criteria: 
geology,  topography,  and  climate.  The  proposed  amendments  continue  the  resulting  process  of  consolidating 
the  two  codes. 

San  Francisco  codes  consist  of  the  applicable  state  codes  with  San  Francisco  amendments.  The  code  cycle 
begins  when  the  state,  issues  its  new  code(s).  The  official  December  publication  date  triggers  a  180-day 
period  in  which  jurisdictions  may  adopt  amendments  (end  of  June).  Thus,  there  are  six  (6)  months  from  the 
date  of  publication  to  modify  the  California  Code  before  it  goes  into  effect  throughout  the  state  (Health  and 
Safety  Code  §18938).   For  San  Francisco,  with  its  mandated  30-day  hold  period,  Board  of  Supervisors 
hearing  requirements,  and  30-day  period  from  signature  by  the  Mayor  to  effective  date,  this  means  about 
three  months  are  actually  available  to  adopt  local  amendments,  and  local  codes  are  complex.  The  state 
sometimes  distributes  its  code(s)  late  (this  year  they  were  received  in  February),  while  the  June  deadline 
remains  fixed,  further  compressing  the  local  time  period.  San  Francisco  has  gone  through  this  process  every 
three  years  since  it  stopped  using  its  own  code,  in  1984. 

Background  work  on  the  current  1999  code  cycle  began  in  spring  1998,  including  public  workshops  in  summer 
of  1998.  At  the  local  level,  the  Department  of  Building  Inspection  (DBI)  and  San  Francisco  Fire  Department 
(SFFD)  staff  analyze  each  code  amendment,  determine  whether  it  is  more  or  less  restrictive  than  the  current  j 
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edition  of  the  California  Code,  provide  reasons  in  writing  in  support  of  their  position,  and  recommend 
disposition.  The  San  Francisco  Department  of  Building  Inspection  (DBI)  has  a  Code  Advisory  Committee 
^\(CAC)  comprised  of  subcommittees  that  review  and  recommend  code  changes,  except  for  the  Fire  Code.  The 
:  *CAC  members  are  appointed  by  the  Building  Inspection  Commission  (BIC)  pursuant  to  SF  Building  Code 
requirements  regarding  representation  on  the  committee.  CAC  meetings  are  public.  Anyone  may  submit  a 
code  change;  submittals  must  follow  an  established  format;  proposed  changes  are  reviewed  by  committee, 
decisions  are  made  by  voting  committee  members  and  Department  staff.  The  CAC  votes  on  the  changes  and 
forwards  its  recommendation  to  the  Building  Inspection  Commission  (BIC),  which  recommends  approval  by 
the  Board  of  Supervisions  (by  ordinance).  The  Mayor's  approval  of  the  ordinance  is  targeted  to  the  California 
Code  effective  date.  For  the  Fire  Code,  San  Francisco  Fire  Department  staff  recommend  amendments,  which 
are  heard  before  the  Fire  Commission,  which  makes  the  final  recommendation;  the  rest  of  the  process 
parallels  that  of  the  other  codes. 

The  CAC  has  17  members  representing  professional  engineers,  architects,  contractors,  owners,  business 
persons,  disability  access  advocates  and  the  public  (at-large).  There  are  no  officially  designated  neighborhood 
organization  representatives,  although  they  may  serve  as  at-large  members.  Concern  has  been  expressed 
that  the  interests  of  the  public  are  not  adequately  represented  by  the  CAC.  Formalizing  neighborhood 
organization  representation  on  the  committee  could  be  one  step  in  response  to  this  issue.  Ex-Officio  members 
include  the  Director  of  the  Department  of  Building  Inspection  (DBI)  and  the  San  Francisco  Fire  Department 
(SFFD)  Fire  Marshal. 

DBI's  published  goals  include:  reduce  the  number  of  amendments  without  affecting  content  (e.g.  global 
definition  of  "Director"  as  "Building  Official");  eliminate  archaic  and  unnecessary  local  requirements;  transfer 
non-building  code  provisions  to  other  codes;  conform  SF  codes  to  California  Code,  eliminating  redundancy; 
make  SF  code  more  user  friendly;  include  public  and  professional  participation  in  all  phases  of  code 
development;  bring  SF  codes  into  compliance  with  state  law  regarding  amendments  and  findings;  and  meet 
^timetable  for  adoption  within  180  days. 

Amendments,  other  than  administrative  amendments,  must  be  more  restrictive  than  state  law  and  "reasonably 
necessary  because  of  local  climatic,  geological,  or  topographical  conditions"  (Health  and  Safety  §§  s 
18941.5(b)  and  13143.5  [for  fire  and  panic  safety  regulations]).  For  the  Housing  Code,  a  local  jurisdiction  may 
modify  state  regulations  if  it  determines  such  amendments  are  "reasonably  necessary  because  of  local 
climatic,  geological,  or  topographical  conditions."  San  Francisco  may  make  reasonably  necessary 
modifications  based  upon  unspecified  local  conditions  (  Health  and  Safety  §17958.5).   That  is,  Housing  Code 
amendments  may  be  less  restrictive  than  for  the  other  codes. 

Building  Code. 

The  California  Building  Code  (CBC)  includes  adopted  language  similar  to  former  San  Francisco  Building  Code 
(SFBC)  amendments  that  sets  forth  a  general  standard  for  life  safety.  (California  Building  Code,  Chapter  1 , 
Volume  1,  §101.2.  Purpose).  The  code  standard  and  concern  with  life  safety  are  reiterated  throughout  the 
amendments.  For  example,  §104.2.1,  regarding  the  power  of  the  Director  of  DBI  to  enforce  code  provisions, 
render  interpretations,  adopt  and  enforce  rules  and  supplemental  regulations  to  clarify  the  application  of  its 
provisions,  includes  the  following  proposed  new  language, "  such  rules  and  regulations  shall  be  generally 
accepted  or  approved  methods  and  practices  for  the  protection  of  the  public  health  and  welfare  and  safety  of 
life,  and  shall  be  subject  to  re-examination  and  change  if  at  any  time  such  rules  and  regulations  are  found  not 
to  be  in  conformance  with  the  intent  or  requirements  of  this  code  or  other  applicable  laws  and 
regulations. "(emphasis  added). 

The  proposed  amendments  to  the  Building  Code  were  adopted  unanimously  by  the  CAC,  including  the  at- 
Jarge  public  representatives,  as  were  those  for  the  Electrical,  Mechanical  and  Plumbing  Codes.  There  is  a 
.separate  process  for  Fire  Code  amendments.  Amendments  to  the  SF  Building  Code  have,  however,  caused 
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some  controversy.  According  to  the  Bay  Guardian  and  Citizen  Review,  the  process  is  not  open  and  the  Code 
would  be  weakened.  Some  neighborhood  groups  have  also  been  concerned.  A  controversial  definition  of 
demolition  was  proposed  under  the  definition  of  illegal  demolition  (§103.3.  Restrictions  of  Unlawful  Residential 
Demolition  Replacement).  According  to  City  staff,  it  was  intended  for  clarification  and  as  an  enforcement  tool. 
It  was  criticized  as  less  restrictive,  and  was  deleted  by  the  Board  of  Supervisors  prior  to  adoption  of  the  codes 
as  interim  controls. 

Most  revisions  to  the  Building  Code  are  clean-up  amendments.  Some  substantive  amendments  are  included 
because  local  amendments  are  not  allowed  to  be  less  restrictive  than  the  California  Building  Code  (CBC); 
amendments  may  be  more  restrictive  only  if  justified  based  on  geology,  topography,  or  climate.  Substantive 
life-safety  amendments  are  also  proposed,  including  amendments  to  protect  residents  in  multi-unit  or  group 
housing  from  fire,  to  hold  exits  such  as  exterior  stairs  to  a  higher  standard  than  that  of  the  CBC,  to  protect 
them  (and  maintain  protection  in  case  of  fire)  from  deterioration  due  to  San  Francisco's  damp  climate,  and  to 
reestablish  the  Seismic  Investigation  and  Hazard  Survey  Advisory  Committee,  which  will  provide  for  activation 
of  this  important  committee  in  the  DBI  Technical  Services  Division  1999/2000  work  plan.  Local  amendments 
regulating  Unreinforced  Masonry  Building  (URM)  wall  buildings  remain  intact. 

DBI  describes  primary  amendments,  in  its,  Major  Changes  from  the  1995  to  the  1998  San  Francisco  Building 
Code,  (March  23,  1999,  updated  June  1,  9999).  Major  changes,  in  addition  to  those  noted  above,  include: 
§104.4.  The  amendment  increases  applicability  of  the  Code  Enforcement  and  Rehabilitation  Fund  from  two  to 
three  units,  and  from  $7,500  to  $15,000.  In  §310.4.  Emergency  Rescue  Windows  Opening  to  Courts  or 
Lightwells,  the  amendment  deletes  use  of  bedroom  emergency  rescue  windows  opening  into  these  areas;  the 
amendment  defers  to  stricter  state  code  requirements  except  for  case-by-case  review,  with  standards  for 
case-by-case  review  set  forth  in  an  Administrative  Bulletin.  In  §503.5.  Permitted  Openings  in  Exterior  Walls, 
the  amendment  deletes  provisions  allowing  property  line  windows  and  defers  to  stricter  state  requirements 
except  for  case-by-case  review,  with  standards  for  case-by-case  review  set  forth  in  an  Administrative  Bulletin. 
Regarding  §503.6.  Communicating  Openings,  the  amendment  deletes  provisions  for  communicating  openings 
for  structures  on  separate  lots.  This  amendment  would  not  allow  developments  such  as  the  Macy's-I.  Magnin 
project  at  Union  Square,  which  include  such  openings.  This  amendment  defers  to  stricter  state  requirements 
except  for  case-by-case  review,  with  standards  for  such  review  provided  in  an  Administrative  Bulletin.  For 
Table  5-B,  Footnote  13.  Basic  Allowable  Building  Heights,  the  amendment  deletes  provisions  which  were  less 
restrictive  that  allowed  an  increase  of  one  story  for  one-  and  two-family  dwellings  when  a  garage  was  on  the 
ground  floor.  The  amendment  defers  to  stricter  state  code  requirements  for  story  count.  Regarding 
Chapter  10.  Means  of  Egress,  the  amendments  delete  various  provisions  which  were  less  restrictive  than  the 
state  code  regarding  exits,  including  exit  separations  (§1003),  number  of  exits  (§1003.1),  stairways 
(§1 003.3.3),  protected  means  of  egress  (§1 003. 1 1 ),  fire  escapes  (§§'s  1 006. 1 9  and  1 029).  The  amendment 
eliminates  fire  escapes  as  a  means  of  exiting.  Also  eliminated  is  Use  of  stair  hatch  for  access  to  the  roof 
(§1006.14).  In  all  cases,  the  amendments  defer  to  stricter  state  code  except  for  case-by-case  review,  with 
standards  for  such  review  set  forth  in  an  Administrative  Bulletin. 

Electrical  Code 

Proposed  amendments  include  provisions  to  make  it  easier  for  homeowners  to  get  permits  to  do  their  own 
work,  which  would  increase  time  spent  by  DBI  staff  in  advice  and  inspection  activities.  This  amendment  is 
expected  by  DBI  staff  to  result  in  an  increase  in  safety,  as  the  incentive  to  do  work  without  permit  would  be 
reduced  because  permits  would  be  easier  to  get.  Some  amendments  are  for  coordination  with  other  city  codes 
addressed  in  this  report.  The  Electrical  code  is  structured  and  formatted  differently  than  the  other  codes,  with 
a  different  section  numbering  system. 

Fees  which  have  been  in  effect  for  8-9  years,  are  being  incorporated  into  the  code.  Other  changes  include 
changes  in  billing  so  that  fees  would  be  charged  and  collected  prior  to  work  being  done  rather  than  for  work 
already  done.  Many  definitions  are  deleted.  According  to  DBI  staff,  this  is  partly  to  catch  up  to  revisions  made* 
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elsewhere  in  the  code  or  other  codes.  According  to  staff,  safety  related  definitions  were  retained.  For 
example,  §110-16(e)  Headroom  is  retained;  it  defines  minimum  headroom,  justified  as  more  restrictive  based 

topography.  According  to  DBI,  where  local  industry  representatives  or  inspectors  felt  a  hazard  could  result, 
a  section  was  retained  as  justified  based  on  local  conditions.  Some  more  restrictive  provisions  were  deleted, 
such  as  Article  230  -  Services,  in  which  revisions  were  made  to  conform  to  the  state  code,  and  according  to 
staff  there  is  no  safety  issue  involved. 

Housing  Code 

The  main  substantive  amendment  is  in  §302.  FEES. (a)  Apartment  House  License  Fees.    The  revision 
changes  the  requirement  for  health  and  safety  inspections  from  annually,  to  "on  a  periodic  basis  as 
determined  by  the  Director  [of  DBI]",  and  from  not  less  than  once  every  three  years  to  once  every  five  years  . 
The  section  includes  the  following  language:  "Additional  inspections  within  any  year  may  be  required, 
including  responding  to  occupant  complaints  "(new  language  is  underlined).  This  change  is  less  restrictive, 
and  there  has  been  concern  that  it  would  not  insure  residents  adequate  protection.  According  to  staff,  it  would 
allow  the  department  to  focus  on  violators. 

Other  substantive  changes  include  §801,  which  would  extend  safety  standards  for  manual  release 
mechanisms  for  exits  locked  from  the  inside  including  security  gates  and  security  bars  over  windows.  These 
sections  which  now  apply  only  to  apartments  and  hotels  would  be  extended  to  apply  to  one-  and  two-family 
dwellings.  The  requirements  would  be  retroactive  for  all  such  buildings. 

Amendments  to  Sections  1002. (a),  (b),  and  (c)  relocate  electrical  outlets(insufficient  number),  elevators  (lack 
of  service)  within  the  code,  and  add  illegal  conversion  of  residential  hotels,  as  substandard  conditions.  The 
latter  addition  is  intended  to  provide  additional  enforcement  tools.  Other  changes  are  for  conformity  with  the 
state  code  and  the  SF  Building  Code,  and  clean-up  provisions.  Most  of  the  code  would  remain  unchanged. 

echanical  Code 

Most  proposed  changes  are  administrative,  with  very  few  technical  revisions.  One  example  of  the  latter  is  an 
addition  to  newly  numbered  §1027  OPERATING  PERMIT  [Chapter  10,  BOILER/WATER  HEATERS]  clarifying 
the  requirements  and  exceptions.  The  Mechanical  Code  relies  heavily  on  the  state  code,  and  almost  all 
amendments  are  deletions  which  revert  to  the  state  code  provisions  based  on  adequate  coverage  there,  or 
inability  to  justify  based  on  local  conditions. 

Plumbing  Code 

Amendments  include  numerous  deletions  on  the  basis  that  the  more  restrictive  provisions  cannot  be  justified 
based  on  local  geology,  topography  or  climate.  Like  the  Electrical  Code,  amendments  include  provisions  that 
make  it  easier  to  get  homeowner  permits.  (For  example  §103.1 .4.  Homeowners  were  previously  required  to 
take  a  test  to  establish  qualifications.)  With  the  amendment  it  would  be  easier  for  homeowners  to  do  their  own 
work.  Like  the  amendment  in  the  Electrical  code,  this  would  require  more  DBI  staff  time.  Other  amendments 
include  changes  in  Chapter  1,  Administration,  to  coordinate  with  other  City  codes  and  unify  administrative 
procedures,  especially  to  conform  with  the  Building  Code.  Section  312,  regarding  the  drainage  system  of  new 
buildings  and  new  work  in  any  existing  building  has  been  deleted  as  less  restrictive  than  the  state  code. 
Section  604.  Materials,  subsections  604.1  and  604.8  are  deleted  as  more  restrictive  and  not  justifiable. 
Deletion  of  the  latter  allows  for  use  of  approved  plastic  materials. 

Fire  Code 

The  San  Francisco  Fire  Department  (SFFD)  participates  at  the  national  and  state  level,  to  incorporate  local 
Concerns  into  the  National  Uniform  Fire  Code  (UFC)  and  California  Code  (CFC).  The  local  amendment 
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process  is  also  different  from  that  for  other  SF  codes.  There  is  no  CAC,  with  its  associated  subcommittees 
and  review  and  development  of  amendments  at  public  meetings.  Input  is  solicited  from  industry  groups  and 
professionals.  Department  staff  prepares  proposed  amendments  and  submits  them  to  the  SF  Fire 
Commission  for  approval,  at  a  noticed  public  meeting.  Fire  Department  staff  has  regularly  attended  CAC  and 
Public  Advisory  Committee  meetings  of  DBI.  Other  opportunities  for  public  participation  have  included,  or  will 
include,  three  recent  public  workshops  with  DBI,  and  Committee  and  full  Board  meetings  of  the  Board  of 
Supervisors. 

Some  concern  has  been  expressed  that  the  code  would  be  weakened.  SFFD  staff  have  responded  that  the 
Department's  Bureau  of  Fire  Prevention  has  simplified  the  Fire  Code,  eliminating  many  sections  and  adopting 
the  Uniform  Fire  Code  provisions  instead.  SFFD  staff  state  that  the  intent  of  the  requirements  for  most 
deleted  sections  is  contained  in  the  UFC  and  CFC,  and  that  the  need  for  some  deleted  sections  has  not  been 
demonstrated  over  time.  An  appendix  now  includes  local  code  interpretations  and  policies. 

More  restrictive  proposed  amendments  include  §903.5.  Due  to  possibility  of  seismic  events,  additional  water 
supplies  need  to  be  accessible  for  fire  fighting,  to  supplement  or  substitute  for  normal  water  supply.  Section 
1003.2.11,  is  provided  for  information  regarding  Ordinance  938-93  which  required  some  existing  high-rise 
buildings  to  install  fire  sprinklers.  The  ordinance  was  based  on  high  seismic  risk,  wind  conditions,  and  narrow 
lots.  Regarding  §1003.2.3.9,  this  section  regulates  the  fire  suppression  system  for  fighting  fires  on  piers,  and 
is  justified  on  the  basis  of  topography.  Regarding  §7904.6.8  amendment,  due  to  the  proximity  of  buildings 
which  causes  high  volumes  of  people  in  business  and  residential  areas,  the  Fire  Marshal  has  authority  to  limit 
routes  and  times  for  vehicles  transporting  flammable  and  combustible  liquids.  Under  §8005,  similarly,  the  Fire 
Marshall  has  authority  to  limit  transport  of  hazardous  materials.  Sections  9001.1  and  2.  are  included  to  insure 
adequate  water  supplies  for  sprinkler  systems  in  high-rise  buildings,  and  adequate  additional  water  supplies  to 
supplement  or  substitute  for  normal  supplies.  There  is  disagreement  about  §103.4.1  which  provides  for  a 
Board  of  Appeals  to  determine  suitability  of  alternate  materials  and  construction  types  and  provide  for 
reasonable  interpretations  of  the  code.  This  section  is  proposed  to  be  deleted,  and  the  deletion  has  been 
challenged  by  Citizen  Review  with  some  support  on  the  question,  by  Robert  Bossi,  structural  engineer  and 
former  CAC  member.  The  SFFD  has  asked  the  State  Fire  Marshal  for  an  interpretation  of  the  state  code 
regarding  the  Board  of  Appeals  requirement.  Citizen  Review  has  also  disagreed,  for  example,  with  the 
decision  to  delete  §7707.7.1,  asserting  that  it  deletes  the  prohibition  on  explosives  manufacture  in  the  City. 
SFFD  staff  supports  its  rationale  stating  that  the  1997  UFC  §7707.7.1  requires  "authorization  by  the  chief  for 
manufacture  of  explosive  materials.  According  to  staff,  manufacture  would  require  approval  by  the  local  fire 
marshal,  who  has  indicated  such  manufacture  would  not  be  allowed.  Staff  states  that  the  Code  does  not 
affirmatively  state  everything  that  in  standard  practice  has  not  allowed  historically,  or  would  not  be  allowed. 

CONCLUSION 


San  Francisco  is  unique  in  the  state,  with  its  limited  area,  small  lots,  high  population  density,  hilly  topography, 
seismic  vulnerability,  and  cool,  foggy  climate.  For  these  reasons,  San  Francisco  amendments  to  the  state 
codes  are  necessary  and  important  to  the  City.  The  proposed  1999  amendments  have  been  developed  by 
professionals  in  various  fields  and  lay  persons,  with  continuous  opportunity  for  public  participation  and 
oversight,  according  to  a  well-established  process  begun  in  1984. 

Some  amendments  are  administrative  and  others  are  very  technical  (for  example  seismic  performance 
standards  and  formulae  (see  Chapter  16C,  SEISMIC  STRENGTHENING  PROVISIONS  FOR 
UNREINFORCED  MASONRY  BEARING  WALL  BUILDINGS,  for  example,  §161 1C.  Allowable  Design 
Values).  Some  streamline  and  simplify  the  codes.  Others  add  local  provisions  responsive  to  local 
circumstances,  such  as  amendments  requiring  that  security  gates  and  window  bars  open  easily  from  inside  for 
all  types  of  residential  buildings.  Some  delete  provisions  that  are  more  restrictive  than  the  state  code  and 
others  delete  less  restrictive  provisions.  Some  are  the  focus  of  disagreement  as  to  their  merits  and/or  are 
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complex  and  hard  to  understand  for  the  lay  person.  The  amendments  may  be  subject  to  improvement  or 
refinement.  They  continue  to  be  subject  to  public  scrutiny  and  may  be  changed  by  the  decision  makers  within 
this  code  cycle,  or  at  any  time,  by  ordinance,  should  they  be  found  not  to  fulfill  the  purpose  and  intent  of  the 
codes. 
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LEGISLATIVE  ANALYST  REPORT 

TO:  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
FROM:  PAULA  VLAMINGS,  Legislative  Analyst 
DATE:  December  16,  1999 
RE:  Comparison  of  Living  Wage  Studies 

This  report  provides  the  Board  with  a  comparison  of  the  key  differences  between  the  Economic  Impact 
|         Study  conducted  by  Dr.  Michael  Potepan  and  Dr.  Brian  Murphy  of  San  Francisco  State  University 

(SFSU  study),  October  1999,  and  The  Benefits  and  Costs  of  a  Living  Wage  study  by  Dr.  Michael  Reich 
of  the  University  of  California  at  Berkeley  (UC  study),  October  1999.  This  comparison  is  intended  as  an 
aid  in  the  review  of  the  Living  Wage  Task  Force's  recommendations  on  the  proposed  living  wage 
ordinance. 

EXECUTIVE  SUMMARY 

The  studies  by  San  Francisco  State  University  and  UC  Berkeley  provide  different  cost  and  benefit 
amounts  with  regard  to  paying  a  living  wage  of  $1 1  an  hour  in  San  Francisco.  The  focus  of  the  SFSU 
study  was  to  determine  the  economic  impact  of  paying  a  living  wage  in  San  Francisco.  The  SFSU  study 
provided  direct  and  indirect  costs  for  different  wage  levels,  as  well  as  policy  choices  with  regard  to 
scope  and  scale  of  a  living  wage  ordinance.  The  UC  study  differs  slightly  in  its  focus  in  that  it  was 
conducted  as  a  cost  benefit  analysis  to  determine  not  only  costs  of  a  living  wage,  but  also  whether  or  not 
the  long-run  net  benefits  would  outweigh  the  costs.  Additionally,  for  various  reasons  both  studies 
provided  revisions  to  their  original  reports,  which  consequently  narrowed  the  differences  in  the  cost  of  a 
living  wage  ordinance. 

Generally,  there  are  three  key  differences  in  the  two  studies:  1)  The  number  of  employees  covered  under 
the  ordinance,  2)  The  cost  of  the  ordinance  in  terms  of  the  amount  to  be  passed  through  to  the  City,  and 
associated  costs  of  a  living  wage,  and  3)  The  benefits  associated  with  the  ordinance.  These  differences 
are  summarized  and  analyzed  below: 

1)  Number  of  Workers  Covered  - 
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Workers 

SFSU 

uc 

Service  Contracts 

12,700 

Total: 

15,437 

Leaseholders 

11,285 

11,600 

Airport: 

5,096 

2,600 

Port 

3,428 

n/a 

Water,  Parks  &  Rec,  Misc. 

19,809 

14,200 

Total: 

TOTAL: 

35,246 

26,900 

The  difference  in  the  totals  stems  from  the  data  sets  used  by  each  study.  Both  studies  were  able  to  use 
only  a  rough  approximation  as  to  the  number  of  service  contractors.  The  Purchasing  Department  was  not 
able  to  retrieve  the  kind  of  data  asked  for  by  both  studies  because  its  financial  monitoring  systems  were 
not  designed  with  the  intention  of  providing  research  data.  Therefore,  each  study  picked  the  vendors  they 
thought  to  be  appropriate  from  the  lists  provided.  Also,  the  UC  study  used  1997  information  from  the 
Purchasing  Department,  and  the  SFSU  study  used  1998  information  from  the  Purchasing  Department. 
The  UC  study  identified  507  firms  with  service  contracts,  and  the  SFSU  study  identified  764  firms  with 
service  contracts  that  would  be  subject  to  the  ordinance.  The  different  data  sets  and  the  difficult}  in 
generating  a  comprehensive  list  of  service  contractors  account  for  the  differences  in  the  final  totals  of 
estimated  employees  covered  by  the  ordinance. 

According  to  Professor  Reich  (UC  study),  another  possible  explanation  for  the  difference  in  the  number 
of  workers  is  sampling  error  and/or  bias.  He  believes  the  SFSU  study's  survey  responses  from  the  Port  to 
be  unusually  high  and  the  cost  figures  possibly  inflated;  the  SFSU  study  addresses  this  in  its  addendum. 
Professor  Reich  also  thought  sampling  error  and/or  bias  may  exist  with  regard  to  the  number  of  serv  ice 
contractors,  however  according  to  the  SFSU  analysts,  they  are  reasonably  certain  that  the  numbers  for 
the  service  contracts  are  accurate. 

Two  other  factors  contributed  to  the  difference  in  the  number  of  workers  covered.  The  UC  study  did  not 
include  miscellaneous  leaseholders  such  as  the  Water  Department  and  the  Parks  and  Recreation 
Department.  The  SFSU  study  did  include  those  departments  and  they  account  for  an  additional  3,428 
employees.  Both  the  UC  study  and  the  SFSU  study  included  workers  affected  by  the  wage  push  and 
horizontal  wage  push.  Wage  push  refers  to  the  pressure  within  an  organization  to  increase  pay  for  those 
earning  at  or  just  above  the  living  wage,  and  horizontal  wage  push  refers  to  the  pressure  by  employers  to 
equalize  pay  for  workers  not  subject  to  the  ordinance  but  doing  the  same  or  similar  work  as  those 
earning  a  living  wage.  With  regard  to  part-time  workers,  the  SFSU  study  counted  them  separately  while 
the  UC  study  counted  part-time  workers  proportionately  in  full-time  equivalents. 

2)  Costs 
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(cost  in  millions) 

SFSU 

UC 

Service  Contracts 

Total: 

$81.7*m 

$64.  lm 

Leaseholders 

$69.4*m 

$59.1m 

Airport: 

$35.2*m 

$  18.2m 

Port 

$104.6*m 

$77. 3m 

Total: 

Administration 

$1.75m 

Not  Addressed 

TOTAL: 

~$212*m 

$141.4m 

Pass  Through  to  City 

$74.1m 

$27.2m  ($6. 7m  to  for-profit  firms  and  $20.5  passed 
through  to  City  by  non-profit  firms). 

*Total  includes  health  insurance  for  uninsured  workers  earning  less  than  $12. 


One  obvious  difference  in  the  cost  of  a  living  wage  ordinance  is  explained  by  the  difference  in  the 
number  of  workers  covered.  However,  other  factors  are  important  in  explaining  the  two  studies' 
determination  of  cost.  One  is  the  amount  that  would  likely  be  passed  on  to  the  City;  another  is  the 
associated  costs  that  go  along  with  a  wage  increase.  The  cost  of  administration  of  the  ordinance  for  the 
City  is  also  a  factor  in  determining  cost. 

The  UC  study  determined  the  pass  through  amount  for  service  contracts  by  estimating  that  all  of  the 
costs  to  the  nonprofit  organizations  and  no  more  than  one-third  of  the  increased  costs  to  all  for-profit 
contractors  would  be  passed  on  to  the  City.  The  UC  study  stated  that  its  estimates  were  conservative  and 
based  on  an  average  3.7  percent  cost  increase  among  the  for-profit  firms,  with  offsetting  savings. 
Therefore,  many  firms  would  experience  much  smaller  cost  increases  and  would  not  need  pass-throughs 
at  all. 

The  SFSU  study  agrees  that  it  is  unlikely  that  the  non-profit  service  contractors  would  have  the  ability  to 
absorb  the  costs  of  the  ordinance,  but  it  disagrees  with  the  ability  of  the  for-profit  firms  to  absorb  the 
costs.  The  SFSU  study  distinguishes  between  small  and  large  for-profit  service  contractors,  in  that  it 
estimates  large  for-profit  contractors  could  absorb  up  to  30%  while  small  for-profit  firms  could  not. 
Therefore,  the  SFSU  study  includes  all  the  costs  from  nonprofit  firms,  all  increased  costs  for  small 
for-profit  contractors,  and  70%  of  the  increased  costs  to  the  large  for-profit  contractors  would  be  passed 
on  to  the  City.  Neither  study  anticipated  significant  pass  through  costs  to  the  City  on  property  contracts, 
although  the  SFSU  study  did  credit  more  revenue  loss  at  the  Port  and  the  Airport  due  to  renegotiated 
leases. 

The  other  important  factor  for  the  two  studies  in  determining  costs  is  the  treatment  of  associated  costs 
with  increased  wages,  such  as  compensated  time  off  and  medical  benefits.  Both  studies  provided 
revisions  to  their  originals  reports  with  regard  to  these  benefits;  however,  slight  discrepancies  remain. 
The  SFSU  study  calculated  medical  benefits  at  $1.00  per  hour  for  workers  earning  less  than  SI  1  per 
hour,  and  the  UC  study  revised  its  estimate  to  $1.25  per  hour.  The  UC  study's  aggregate  estimates  are 
lower,  according  to  Professor  Reich,  because  they  used  Federal  surv  ey  data  on  the  probability  of 
employers  paying  for  health  insurance  and  paid  days  off.  He  felt  the  SFSU  study,  which  used  employer 
survey  responses,  was  too  low  on  this  issue. 
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The  cost  of  administration  of  a  living  wage  is  addressed  by  the  SFSU  study  only,  and  is  based  on  a 
comparative  analysis  of  other  cities'  administration  of  a  living  wage.  It  recommended  a  "proactive'1 
approach  (a  more  comprehensive  and  interactive  administrative  model)  and  estimated  the  cost  of  a 
monitoring  and  evaluation  system  to  be  $1.75  million  per  year.  The  SFSU  analysts  determined  that 
serious  administration  and  compliance  requires  a  dedicated  staff  with  aggressive  investigation  and 
contract  review. 


3)  Benefits  To  the  City 


wamm 

SFSU 

UC 

City  Employees 

Annual  income  and  Standard  of 
Living 

Wages 

City  Economy 

•  Multiplier  Effect 

$15m-  $30m 
(over  a  number  of  years) 

•  Reduced  Usage  of  Public 
Health 

~$1.5m-$5m 

•  Multiplier  Effect 

$17m 
(annually) 

•  Reduced  Usage  of  Public 
Health 

~$5.7m 

The  two  studies  did  not  differ  greatly  on  benefits  to  the  City  after  the  revisions  had  been  completed. 
Benefits  for  employees  would  differ  only  in  terms  of  total  wages  paid  due  to  any  differences  in  the 
number  of  employees  covered.  The  so-called  multiplier  effect  occurs  when  new  resources  are  injected 
into  a  local  economy  from  an  external  source.  For  the  multiplier  effect  to  occur,  the  expectation  is  that 
goods  purchased  with  the  new  money  must  be  purchased  locally.  Both  studies  were  basically  in  the  same 
range  with  regard  to  the  estimated  multiplier  effect  on  the  net  benefit  to  the  City  economy. 

The  area  where  the  two  studies  did  differ,  although  not  in  significant  dollar  amounts,  is  in  terms  of 
savings  to  the  City  from  reduced  public  health  expenditures.  The  SFSU  study  found  a  range  of  $1 .5m  to 
$5m  to  be  realistic  because  of  unmet  needs  at  the  current  budget  levels.  The  UC  study  estimated  $5. 7m 
and  reasoned  that  if  more  individuals  in  need  can  receive  services,  it  is  a  benefit  to  the  City  regardless  of 
whether  or  not  the  public  health  budget  goes  up  or  down.  In  its  revision  to  the  first  release,  the  UC  study 
stated  that  the  savings  may  be  marginally  lower  than  $5.7  million  (it  did  not  state  how  much  lower) 
since  it  also  found  fewer  workers  would  be  affected. 

CONCLUSION 

The  SFSU  study  found  the  proposed  living  wage  ordinance  to  be  more  costly  than  the  UC  study. 
However,  once  each  of  the  studies'  revisions  were  addressed,  the  differences  are  not  particularly 
significant  from  a  policy  perspective.  The  largest  difference  between  the  two  studies  is  the  amount  of 
costs  to  be  passed  through  to  the  City,  and  these  costs  will  be  dependent  on  policy  decisions  by  the 
Board. 

Additionally,  the  differences  between  the  two  studies  are  even  smaller  at  a  $10  living  wage  rate,  and 
with  an  implementation  plan  that  is  phased  in  over  time  the  differences  are  reduced  even  more. 
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Memorandum 

7 

TO:  SUPERVISOR  TOM  AMMIANO 

FROM:  PAULA  VLAMINGS,  Legislative  Analyst 

DATE:  January  26,  2000 

SUBJECT:  Commuter  Checks  for  City  Employees 


SUMMARY  OF  REQUEST 

At  your  request,  our  office  has  compiled  information  relating  the  extent  and  manner  in  which 
Commuter  Checks  or  the  equivalent  transit  benefits  are  offered  to  government  employees  in 
other  jurisdictions  (federal,  state  and  local)  to  determine  the  type  of  commuter  benefits  public 
employees  receive  in  various  jurisdictions,  how  that  benefit  was  received,  and  the  funding 
source. 

Additionally,  your  office  asked  for  a  review  of  possible  funding  sources  to  provide  increased 
benefits  to  employees  of  the  City  and  County  of  San  Francisco.  We  have  performed  a  cursory 
review  of  possible  options,  but  we  would  be  able  to  perform  a  more  detailed  analysis  of  any 
issues  generated  as  a  result  of  a  hearing  on  this  issue. 


EXECUTIVE  SUMMARY 

San  Francisco: 

San  Francisco  has  a  Commuter  Assistance  Program,  currently  part  of  the  Clean  Air  Program 
(CAP)  in  the  Department  of  Administrative  Services.  The  Commuter  Assistance  program  was 
developed  to  help  reduce  traffic  congestion  and  vehicle  emissions  be  reducing  vehicle  trips 
made  by  City  employees.  The  CAP  has  had  several  successful  projects  including  a  Hall  of 
Justice  Shuttle,  the  San  Bruno  Jail  Video  Conferencing,  the  SFPD  bicycle  project,  and 
promoting  alternative  fuel  vehicles.  The  CAP  also  works  with  the  community-based  RIDES 
program  providing  free  match  lists  for  car-pooling  and  vanpool  assistance,  with  preferential 
parking  provided  by  DPT  for  vanpools.  Currently,  City  and  County  of  San  Francisco 
employees  are  able  to  purchase  Commuter  Checks  through  a  payroll  deduction  program. 

Other  Jurisdictions: 

With  regard  to  other  jurisdictions,  our  office  reviewed  a  sampling  of  transit  benefits  provided  at 
the  federal,  state  and  local  levels  of  government.  Transit  benefits  at  the  state  level  are  the 
same  for  all  state  agencies  at  75%  of  the  cost  of  transportation,  up  to  $65  per  month.  This  was 
ratified  by  all  union  bargaining  units  and  took  effect  November  1,  1999.  At  the  federal  level 
benefits  are  also  fairly  uniform  with  transportation  costs  paid  up  to  $65  per  month,  funded  out 
of  each  agency's  operating  budget.  All  agencies  at  both  levels  provide  this  as  a  "fringe"  benefit 
to  the  employee,  paid  by  the  employer.  They  submit  budget  requests  to  Sacramento  and 
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Washington  DC,  and  are  allotted  funds  as  needed  for  employee  transportation.  Funding  for 
transit  benefits  at  the  federal  level  was  done  by  Presidential  Executive  Order  to  promote  public 
transportation. 

As  expected,  municipalities  vary  greatly  on  the  level  and  funding  sources  of  benefits  provided 
Municipalities  reviewed  were  the  City  of  Hayward,  Oakland,  San  Ramon,  Mountain  View, 
Conta  Costa  County  and  Santa  Clara  County.  Attached  is  a  chart  summarizing  each 
jurisdiction's  benefits,  how  the  benefits  were  achieved  and  the  funding  source. 


CONCLUSION 

Transit  benefits  at  the  state  and  federal  level  are  employer  paid  benefits  in  the  form  of 
Commuter  Checks.  At  the  state  level  the  benefit  is  provided  through  collective  bargaining 
process,  and  at  the  federal  level  it  is  provided  by  Executive  Order,  both  funded  through  each 
agency's  operating  budget.  At  the  local  level,  benefits  are  generally  paid  from  each  city's 
operating  budgets.  The  Transportation  Fund  for  Clean  Air  is  also  a  funding  source  for 
counties. 

In  addition  to  the  funding  sources  summarized  above,  additional  options  the  City  and  County 
of  San  Francisco  could  explore  are  either  state  or  federal  grant  funds,  employee  discounts 
from  regional  transit  providers,  or  offering  free  Muni.  One  option  that  may  be  worth  exploring  is 
expanding  the  Commuter  Checks  program  to  provide  employer  paid  benefits  or  some 
combination  of  employer/employee  contribution  of  funds  to  encourage  transit  use.  According 
to  CAP  staff,  an  estimate  of  costs  could  be  as  little  as  $900,000  to  provide  a  $15  check  match 
for  approximately  5000  employees. 

These  options  would  require  additional  research,  and  our  office  could  provide  more  detail  and 
cost  information  at  a  later  date. 

JURISDICTIONAL  COMPARISON  OF  TRANSIT  BENEFITS 
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Agency 

Type  of  Benefit 

MOU  or  Unilateral  Move 
by  Agency 

Funding  Source 

City  of 
Hayward 

$20/mo.  in  Commuter  Checks 
if  employee  uses  transit  50%  of 
time. 

Unilaterally  by  Agency 

Operating  Budget 

City  of  Oakland 

Nothing  now.  Last  year 
provided  $20/mo  in  Commuter 
Checks  with  Guaranteed  Ride 
Home. 

Last  Yr.:  Unilaterally  by 
Agency. 

Last  Yr.:  $250,000 
Grant  from  Transport. 
Fund  for  Clean  Air 
(TFCA);  Not  now 
funded. 

City  of  San 
Ramon 

$100/yr  in  reimbursement.  Also 
participate  in  Contra  Costa 
County  incentives  program. 

Unilaterally  by  Agency 

Operating  Budget 

City  of 

Mountain  View 

Up  to  $65  /mo.  in  Commuter 
Checks. 

City  Council  voted 
approval,  Unilaterally  by 
Agency 

Operating  Budget 

Contra  Costa 
County 

H  off  1st  3  mo.  for  vanpool,  $20 
for  2  mo.  gas  on  carpool,  6 
vouchers  for  Guar.  Ride  Home 
for  taxi  or  rental  car,  per  year. 

Regional  Effort 

Congestion  Mgmt. 
Agencv  funded 
through  the  TFCA. 

Santa  Clara 
County 

Eco  Pass  -program  operates 
similar  to  a  health  plan,  pooling 
of  funds  &  partly  subsidized  by 
employers.  Pass  provides 
unlimited  free  rides  on  any 
V.T.A.  Bus,  or  Light  Rail, 
seven  days  a  week  and  a 
Guaranteed  Ride  Home  is  also 
included 

Regional  Plan 

Operating  Budgets  of 
various  agencies.  Plan 
is  subsidized  by 
agencies  who  pay  into 
plan. 

CA  Dept.  of 
Insurance 

75%  of  transportation  cost,  up 
to  $65  per  month.,  as  of  Oct. 
1,1999 

All  Collective  Bargaining 
Units  ratified  for  entire 
State 

State  Funds  through 
Operating  Budgets 

CA  Public 
Defender 

75%)  of  transportation  cost,  up 
to  $65  per  month.,  as  of  Oct.  1, 
1999,  also  pays  increase  in 
universal  pass 

All  Collective  Bargaining 
Units  ratified  for  entire 
State 

State  Funds  through 
Operating  Budgets 

US  Dept.  of 
Energy 

$40  /mo.  in  Commuter  Checks 

Executive  Order  issued  to 
promote  public 
transportation 

Operating  Budget 

US  Merit 
System 
Protection 
Board 

$40  /mo.  in  Commuter  Checks 

Executive  Order  issued  to 
promote  public 
transportation 

Operating  Budget 
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EXECUTIVE  SUMMARY 
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SUMMARY  OF  REQUESTED  ACTION 

On  November  15,  1999,  the  San  Francisco  Board  of  Supervisors  requested  that  the  Office  of  the 
Legislative  Analyst  report  on  best  management  practices,  training,  staffing  and  implementation  of  new- 
election  technologies  utilized  by  other  counties  in  the  State  of  California.  A  request  to  consider 
multilingual  voting  access  was  added. 


The  San  Francisco  Department  of  Elections  proposes  to  convert  from  the  current  punch  card  voting, 
manual  ballot  box  collection,  and  central  machine  vote  counting  to  a  paper  ballot,  optical  scanning  and 
counting  system.  The  Director  of  Elections  proposes  to  have  the  system  in  place  for  the  November  2000 
election,  dependent  on  funding.  This  report  looks  at  voting  technologies  and  related  issues  regarding 
voting  and  vote  counting.  At  this  time  of  fast-developing  technology  the  issue  of  elections  technologies 
is  being  addressed  by  counties,  statewide.  Some  aspects,  such  as  multilingual  access  and  provisional 
ballots,  are  particularly  relevant  in  San  Francisco. 

The  planned  use  of  optical  scan  technology  offers  increased  efficiencies,  including  faster  voting  and  vote 
counting,  compared  to  the  existing  system,  and  has  been  demonstrated  to  work  in  various  California 
jurisdictions.  Touch  screen  voting  has  been  used  successfully  in  limited,  small  scale  applications;  it  is 
untested  on  a  large  scale  in  California.  Other  technologies  such  as  internet  voting  are  in  early 
development  stages,  and  have  not  been  certified  by  the  Secretary  of  State.  Touch  screens  and  internet 
voting  have  potential  for  application  in  the  City.  Current  contract  negotiations  for  optical  scanning 
include  the  ability  to  convert  to  touch  screen  during  the  five-year  contract  period.  All  systems  being 
considered  can  accommodate  multilingual  access,  although  advocates  for  multilingual  access  oppose 
optical  scan  technology  and  favor  complete  touch  screen  systems.  The  Americans  with  Disabilities  Act 
(ADA)  also  applies  to  voting  access. 

While  the  proposed  new  technology  would  speed  up  write-in  and  absentee  ballot  processing  once  voter 
signatures  have  been  verified,  provisional  ballot  counting  will  continue  to  be  labor-  and  tune-intensive, 
regardless  of  technology  used. 

Areas  for  action  to  facilitate  the  election  process  using  new  technologies  include:  allowing  adequate 
time  to  test  and  debug  the  new  system;  proactively  minimizing  the  number  of  provisional  (in  doubt) 
ballots;  training  the  public,  press,  precinct  workers  and  volunteers;  and  engaging  in  active  community 
outreach  up  to,  and  including,  reporting  election  results.  Coordinated  implementation  of  these  measures 
is  particularly  timely  as  the  City  shifts  from  City  wide  to  district  elections  for  Supervisors. 


BACKGROUND 

In  1997,  the  Department  of  Elections  retained  a  consultant  who  queried  stakeholders  including  citizens 
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groups,  representatives  of  the  disabled  and  political  party  representatives,  regarding  new  voting 
systems.  In  1997,  the  Department  held  a  two-day  demonstration  for  San  Franciscans  to  try  different 
systems,  including  optical  scanning  and  touch  screen  equipment.  In  January  1998,  the  City  put  out  a 
request  for  proposals  (RFP).  Touch  screen  technology  was  not  certified  by  the  Secretary  of  State  at  that 
time,  precluding  proposals  for  touch  screen  systems.  In  June  1998,  the  Department  of  Elections 
conducted  a  customer  service  survey  utilizing  the  optical  scan  system  (also  referred  to  as  pilot  phase  1 ). 
For  the  November  1998  election,  voters  in  two  precincts  of  each  of  San  Francisco's  25  neighborhoods, 
as  identified  by  the  Department  of  Elections,  voted  using  the  optical  scan  system  (pilot  phase  2).  In 
March  1999,  a  vendor  was  selected,  and  the  Department  of  Elections  budget  included  conversion  to  the 
new  technology.  At  that  time,  funds  were  not  available.  In  August  1999,  new  elections  technology 
plans  were  restarted.  Contract  negotiations  are  now  underway  with  a  goal  of  obtaining  funding  in  the 
upcoming  fiscal  year  (FY2000-2001).  Concurrently,  as  part  of  a  pilot  project  directed  toward  a 
performance  and  review  ordinance/ballot  measure  related  to  customer  service,  the  Director  of  Elections 
(one  of  seven  participating  Department  heads)  is  studying  innovative  election  practices  in  other 
jurisdictions. 

EXISTING  VOTING,  BALLOT  COLLECTION,  AND  VOTE  COUNTING 

San  Francisco  has  about  467,000  registered  voters.  Currently,  San  Franciscans  vote  by  punch  card.  The 
voter  inserts  the  single-sided  card  with  punch  positions  (312  punch  positions)  into  a  ballot  assembly 
containing  pages  listing  candidates  and  ballot  measures.  (  A  maximum  of  26  candidates,  or  3-5  ballot 
measures,  can  fit  on  one  page  of  the  ballot  assembly,  and  each  ballot  assembly  can  accommodate  a 
maximum  of  12  pages.)  There  are  separate  ballot  types,  for  state  assembly,  state  senate,  and 
congressional  district,  and  political  party  (for  primary  elections).  The  voter  punches  a  hole  in  the  card  at 
the  number  corresponding  to  his/her  choice,  removes  the  card,  and  is  asked  to  check  for  hanging  chad 
(punched  paper  that  has  not  detached  from  the  hole  in  the  card).  A  poll  worker  puts  the  card  into  the 
ballot  box.  To  double  check  one's  vote,  a  voter  must  look  through  the  ballot  assembly  for  the  number  of 
the  choice  and  check  that  the  corresponding  hole  has  been  punched.  A  poll  worker  must  reconcile,  or 
account  for,  all  ballots  (used,  destroyed,  other).  This  entails  simple  arithmetic,  but  adds  time  at  the  end 
of  the  day  when  poll  workers  are  tired.  The  locked  box  containing  completed  ballots  is  taken  from  each 
precinct  to  City  Hall  or  one  of  four  drop-off  sites  for  counting,  where  standard,  absentee,  write-in.  and 
provisional  ballots  are  separated  and  processed. 

PROPOSED  VOTING  SYSTEM 

With  optical  scanning  voting  machines,  the  voter  would  use  a  large,  (about  10-inch  by  22-inch) 
double-sided  paper  ballot,  containing  candidates  and  ballot  measures.  There  would  be  different  ballot 
types,  as  with  the  existing  system,  plus  ballots  for  the  local  districts.  To  vote,  the  voter  would  mark  a 
line  connecting  two  parts  of  an  arrow.  The  completed  ballot  would  be  deposited  into  the  "eagle",  a  box 
into  which  the  ballot  may  be  fed  any  way  (right  side  up,  upside  down,  top  or  bottom  first),  and  the  ballot 
would  be  scanned  on  deposit.  The  eagle  may  be  programmed  various  ways:  for  example,  it  may  be 
programmed  to  identify  over  voting  (voting  for  two  candidates  for  one  office)  and  write-ins,  and 
separate  these  ballots  for  further  processing.  The  eagle  tallies  and  displays  the  number  of  ballots 
counted.  When  the  polls  close,  the  eagle  stops  accepting  ballots.  The  operator  can  then  print  a  tape 
showing  results  for  the  precinct;  these  results  are  recorded  on  a  memory  pack,  similar  to  a  cartridge. 
Other  poll  workers  would  remain  at  the  polling  place  to  reconcile  ballots.  The  memory  packs  are 
detached  from  the  machine  and  taken  to  central  drop  off  points.  The  approximately  640  packs, 
corresponding  to  the  number  of  precincts,  are  loaded  into  the  system  computer,  wrhich  can  report  results 
in  less  than  a  minute  per  memory  pack.  This  counting  process  would  be  expected  to  be  completed  by 
about  10  or  10:30  pm,  after  one  or  two  elections. 

Absentee  ballots  would  be  counted  next.  In  addition  to  mailed-in  absentee  ballots,  about  10,000  to 
15,000  absentee  ballots  are  dropped  off  at  precincts  on  election  day.  Currently,  each  of  these  absentee 
ballots  is  manually  sorted  by  precinct.  With  the  proposed  system,  the  ballots  would  need  to  be  verified 
as  to  signature,  opened  and  stacked.  They  could  then  be  fed  into  the  counter,  and  automatically  counted 
at  200-400  per  minute  by  precinct  as  indicated  on  the  bar  coded  ballot.  This  would  save  hours.  The 
ballots  could  be  sorted  manually  by  precinct,  later.  As  applicable,  write-ins  would  be  processed; 
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write-ins  and  provisionals  would  be  processed  much  as  they  are  now. 

The  goal  of  the  Department  of  Elections  is  to  have  the  new  system  running  smoothly  for  the  November 
2000  election  which  will  be  a  national  Presidential  election  and  the  first  local  district  election  since 
voters  approved  district  elections  in  November  1996.  The  proposed  system  is  estimated  to  cost  about  $3 
m  over  five  years,  on  a  lease-purchase  basis.  For  comparison,  conversion  to  complete  touch  screen 
voting  is  estimated  at  about  $15  m.  The  selected  vendor  has  touch  screen  capability  and,  within  the 
five-year  period  of  the  contract,  the  City  could  implement  touch  screen  voting. 

CURRENT  LAW 

Various  laws  address  voters'  rights,  and  those  rights  have  been  expanded  in  recent  years.  The  Voting 
Rights  Act  of  1965,  provides  basic  voting  rights.  The  Voting  Rights  Language  Assistance  Act  of  1 992, 
provides  for  increased  multilingual  voting  access.  The  National  Voter  Registration  Act  of  1 993, 
established  procedures  "that  will  increase  the  number  of  eligible  citizens  who  register  to  vote  in 
elections  for  Federal  office,"  including  the  so-called  motor  voter  provision,  implemented  by  the  states. 
These  laws  advance  the  democratic  process  and  have  increased  the  complexity  of  conducting  elections, 
including  tabulation  of  results. 

VOTING  TECHNOLOGIES  IN  CALIFORNIA 

Voting  technologies  basically  include  punch  card  ballots  with  associated  voting  data  base  and  card 
counting  systems;  a  paper  ballot/optical  scanner/electronic  counting  system,  described  above;  and  touch 
screen  voting  (with  paper  ballots  for  absentee  voters)  —  touch  screen  voting  is  sometimes  used  to 
supplement  the  optical  scanning  systems.  With  touch  screen  voting,  the  voter  presses  the  screen  to 
indicate  his/her  choice,  or  uses  the  key  pad  to  write  in  a  candidate.  The  technology,  known  as  Direct 
Recorded  Equipment,  (DRE),  is  similar  to  a  bank  ATM.  Voting  data  is  accumulated  on  a  cartridge. 
Results  may  be  transmitted  by  modem  or  by  taking  the  cartridge  to  the  counting  center.  Internet  voting 
is  currently  gathering  interest.  All  of  the  technologies  ,  except  internet  voting,  are  certified  for  use  by 
the  California  Secretary  of  State. 

According  to  data  from  the  Secretary  of  State,  about  40  of  58  counties  (69%)  use  punch  card  systems, 
and  18  counties  (31%)  use  Mark  Sense  type  voting  systems,  in  which  a  mark  is  made  on  a  ballot,  usually 
by  special  marking  tool  or  marking  pen,  and  then  optically  scanned.  According  to  Secretary  of  State  staff 
of  the  Cal  Voter  project,  this  information  is  subject  to  change,  as  other  counties  go  through  the  same 
process  as  San  Francisco  and  consider  new  technologies  options.  For  example,  four  or  five  counties  are 
considering,  or  have  decided  to  use,  touch  screen  voting  on  a  limited  basis.  Riverside  Count}  has 
decided  to  try  touch  screens  countywide.  Fresno  County  has  decided  to  expand  its  use  of  optical 
scanning,  and  is  using  new  technology  in  counting  absentee  ballots  including  detailed  bar  coding 
outgoing  and  incoming,  allowing  the  county  to  mail,  receive  and  process  absentee  ballots  more  quickly, 
and  at  lower  cost.  As  shown  by  the  data,  while  counties  across  the  state  are  considering  new  voting 
technology,  many  counties  are  not  contemplating  any  changes  in  their  voting  systems. 

As  a  rule,  absentee  ballots  typically  involve  more  work,  printing  and  mailing  costs  and  associated 
expense  than  standard  ballots.  Write-ins  also  require  separate  handling.  And,  provisional  ballots  (those 
which  are  in  doubt)  require  additional  handling  and  research  to  verify  their  validity,  regardless  of  voting 
technology.  The  experience  of  several  jurisdictions  may  provide  useful  information  for  San  Francisco. 

San  Mateo  County 

San  Mateo  County  has  about  350,000  registered  voters.  The  county  uses  an  optical  scan  system,  with 
some  touch  screens  planned  to  be  used  for  early  voting.  Election  results  are  usually  reported  before 
those  of  other  counties  in  the  Bay  region,  routinely  by  about  10  or  10:30  pm,  two  and  one-half  hours 
after  the  polls  close,  and  the  county  has  earned  a  reputation  for  its  speed.  According  to  its  Registrar.  San 
Mateo  converted  its  voting  systems  to  new  technology  in  1992,  and,  therefore,  its  success  is  not  sudden 
but  the  result  of  seven  years  of  experience.  The  county  has  invested  heavily  in  technologies  that  support 
a  new  reality  of  elections  in  which,  for  example,  many  more  people  vote  by  mail  than  did  in  the  1 950's 
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when  voting  records  consequently  needed  less  updating.  According  to  the  Registrar,  the  count)  has 
proceeded  with  a  clear  vision  of  its  goals  and  community  expectations,  choosing  strategies  accordingly. 

New  realities  of  voting  patterns,  as  noted,  have  contributed  to  problems  that  counties  must  now  solve. 
Liberalization  of  federal  and  state  laws  described  above,  (Current  Law  and  Practice),  such  as  Motor 
Voter,  mean  that  voters  may  register  later  than  before,  or  vote  by  affirmation  at  a  polling  place  beside 
their  own  precinct,  resulting  in  an  increase  in  provisional  ballots.  Elections  officials  of  the  several 
jurisdictions  contacted  during  research  for  this  report  agree  that  provisionals  pose  a  problem,  and  that 
San  Francisco  handles  its  provisional  ballots  in  a  timely  manner.  It  simply  has  more  of  them  ( 1 0,000  for 
the  December  14,  1999  run  off  election  compared  to  300  for  San  Mateo's  last  election).  The  number  of 
provisional  ballots  can  be  minimized,  however,  as  discussed  below. 

City  of  Los  Angeles 

The  City  of  Los  Angeles  uses  a  1960's  type  Vote-o-matic  system,  including  punch  card  voting  with  fast 
counters.  It  shares  equipment  and  costs  with  Los  Angeles  county,  as  they  have  elections  in  alternating 
years.  According  to  Los  Angeles  City  staff,  there  are  about  1.9  million  registered  voters,  and  the  city 
has  all  cards  collected  and  counted  by  12:00  midnight,  except  for  absentee  and  provisional  ballots  (about 
100,000),  which  take  about  ten  days  to  process.  Separate  ballots  are  available  in  English,  Spanish  and 
five  Asian  Pacific  languages  (Chinese,  Tagolog,  Japanese,  Vietnamese,  and  Korean). 

Santa  Barbara  County 

Santa  Barbara  County  has  about  200,000  registered  voters  (about  50,000  absentee  voters).  The  county 
has  just  switched  from  voting  technology  used  for  18  years,  to  a  new  system.  The  county  uses  the  same 
data  base  system  it  has  historically  used,  which  can  track  and  manipulate  voting  data  to  meet  the 
county's  needs.  However,  the  old  voting  card  (IBM  card  size),  marked  by  pencil  or  special  marker 
caused  problems,  for  example,  if  a  voter  used  a  ball  point  pen  instead  of  the  special  marker.  Multiple 
card  ballots  were  needed  for  some  elections  which  increased  costs,  and  ballots  required  transport  for 
tabulation  at  a  central  site. 

The  new  system  is  similar,  but  not  identical  to,  the  proposed  San  Francisco  system.  A  smaller, 
one-sheet,  paper  ballot  that  accepts  most  writing  devices  is  used.  Instead  of  tabulating  ballots  at  the 
central  location,  the  ballots  are  tabulated  on  deposit  into  the  ballot  box.  Voting  information  is  stored  on 
a  "magic  card"  /magnetic  card  which  holds  all  information  for  the  precinct.  At  the  close  of  the  polls,  the 
top  of  the  box  detaches,  and  may  be  plugged  into  a  telephone  jack,  with  results  centrally  downloaded, 
without  physically  transporting  the  ballots. 

Alameda  County  and  Riverside  County 

To  date,  use  of  touch  screen  technology  in  California  has  been  generally  limited  to  early  voting  and 
small  elections.  Piedmont,  California  (Alameda  County),  for  example,  used  touch  screen  voting  in  an 
election  with  one  ballot  measure  and  six  precincts.  Community  reaction  was  positive.  Piedmont  is  a 
small,  relatively  homogenous  area,  compared  with  San  Francisco,  without  factors  that  contribute  to  the 
City's  election  complexities. 

Riverside  County  plans  to  use  full  touch  screen  voting  countywide  for  the  November  2000  election,  and 
has  used  touch  screen  voting  successfully,  in  smaller  trials.  Riverside  County  has  about  600,000 
registered  voters.  In  a  San  Jacinto  recall  election  conducted  with  full  touch  screen  voting,  approval  rates 
were  98-99%  (based  on  a  simple  post  election  survey  of  voters).  Costs  are  between  $3,000  and  $5,000 
per  touch  screen  unit.  Total  system  cost  is  about  $14  m,  for  about  4,000  units,  according  to  the 
Registrar.  Prior  costs  with  the  existing  system  on  a  multi-card  countywide  election  included  about  SI  .4 
m  for  printing  expenses  alone.  The  proposed  touch  screen  system  includes  features  to  address  security 
and  potential  vote  tampering,  and  ballot  images  are  randomized,  and  recorded  on  a  tape  (thus,  prov  iding 
hard  copy  individual  voting  records).  The  machines  are  to  be  bilingual  capable,  as  part  of  the  RFP.  and 
accessible  to  people  with  disabilities. 
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Monterey  County 

Monterey  County  has  about  146,000  registered  voters.  The  county  uses  punch  card  voting  with  touch 
screens  for  early  voting.  The  Registrar  noted  the  administrative  burden  associated  with  changing 
technologies,  primarily  in  the  comprehensive  training  necessary  for  poll  workers,  and  associated 
pressures  on  the  integrity  of  the  voting  process,  especially  in  a  statewide,  Presidential  election  year  when 
voter  turnout  is  relatively  high.  According  to  the  Registrar,  when  that  county  updates  its  technology,  his 
preference  would  be  for  full  touch  screen  voting  that  would  avoid  the  paper  ballots  needed  with  optical 
scanning,  and  their  associated  expenses.  (Monterey  and  other  counties  print  ballot  information  directly 
on  the  vote  cards  instead  of  using  numbers  on  the  cards  as  in  San  Francisco.  The  former  results  in 
multi-card  ballots  with  higher  printing  costs.)  He  noted  that,  while  the  technology  is  about  ten  years  old. 
to  date  no  jurisdiction  in  California  has  used  touch  screen  at  the  precinct  level.  Monterey  County  is 
exempt,  under  Section  V  of  the  Voting  Rights  Act,  from  providing  multilingual  ballots.  Instead,  the 
county  posts  Spanish  language  ballot  materials  in  the  voting  booths. 

MULTILINGUAL  BALLOT  ACCESS  AND  DISABLED  ACCESS 

As  noted  above,  the  new  technologies  can  accommodate  multilingual  voting.  Advocates  for 
multilingual  ballot  access  favor  touch  screen  voting  as  more  voter  friendly;  there  could  be  some 
difficulty  for  older  voters.  In  any  case,  complete  and  timely  translation  of  voting  instructions  and  ballot 
information  is  necessary.  Some  concern  has  been  expressed  about  optical  scan  voting.  According  to 
staff  of  Chinese  for  Affirmative  Action,  in  the  San  Francisco  1998  consumer  test,  part  of  the  ballot  was 
illegible  due  to  the  small  size  of  some  of  the  Chinese  characters.  There  is  also  concern  that  people  may 
be  embarrassed  and  reluctant  to  ask  for  a  separate,  non-English  ballot.  Separate  ballots  in  different 
languages  are  further  criticized  as  requiring  more  ballots  and  expense,  to  assure  that  precincts  are 
stocked  to  accommodate  demand.  A  single,  multilingual  ballot  is  preferred.  Instead  of  individual. 
non-English  ballots,  the  City  of  Los  Angeles  provides  two  ballots  per  language,  at  the  precinct,  w  hich 
are  used  as  a  template  laid  over  the  vote  recorder  in  the  voting  booth. 

Lawyers  for  Civil  Rights  opposes  optical  scan  technology,  and  believes  the  City  should  convert  directly 
to  complete  touch  screen  voting.  Lawyers  for  Civil  Rights  believes  that  adoption  of  an  optical  scan 
system  would  undermine  the  interest  of  minority  language  and  disability  communities,  and  that 
conversion  to  optical  scan  would  reflect  a  preference  for  antiquated  technology,  including  incurring 
costs  associated  with  paper  ballots. 

According  to  the  San  Francisco  Director  of  Elections,  ballots  for  the  November  2000  election  will  be  a 
single,  trilingual  ballot  (English,  Chinese,  Spanish).  She  notes  there  is  concern  that  after  the  2000 
census,  the  City  may  be  required  to  provide  materials  in  additional  languages  (such  as  Russian  and 
Vietnamese).  In  response  to  concerns  about  having  to  ask  for  a  non-English  ballot  at  the  polls,  the 
Department  will  attempt  to  find  a  way  to  provide  non-English  ballots  without  necessitating  a  request  at 
the  polling  place.  ADA  requirements  apply  at  polling  places,  and  both  optical  scan  and  touch  screen 
voting  can  accommodate  disabled  voters. 

PROVISIONALS 

San  Francisco  has  a  relatively  transient  and  well-educated  population  that  knows  its  voting  rights, 
compared  with  some  jurisdictions.  For  these  reasons,  the  City  will  probably  continue  to  have  a  greater 
number  of  provisional  ballots.  However,  the  number  of  provisionals  can  be  reduced  now.  and 
minimized  in  the  future.  Measures  include  regular,  systematic  purging  of  voter  rolls  in  accordance  with 
guidelines  of  the  Secretary  of  State.  According  to  the  City's  Department  of  Elections,  about  60-65 
percent  of  provisional  ballots  are  counted  (that  is,  they  are  valid).  Reducing  or  eliminating  the 
remaining  non- valid  30-35  percent  would  speed  election  results.  The  City  currently  does  not  purge  to 
the  suggested  state  guidelines  due  to  lack  of  resources,  and  the  effort  is  backlogged.  Methods  of  purging 
include,  for  example,  buying  back  undeliverable  voter  information  pamphlets  from  the  Post  Office: 
recording  registration  changes,  deaths,  and  eliminating  duplicates  systematically  and  regularly:  and 
educating  voters  about  the  need  to  maintain  current  registration,  and  how  to  do  so.  Reminders  about 
how  to  vote  absentee  and  the  importance  of  early  absentee  voting  would  be  helpful.  Other  jurisdictions 
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utilize  newspapers,  theater  screens,  and  various  other  ways  to  communicate  this  information  to  voters. 

CONCLUSION 

A  coordinated  effort  is  needed  to  make  the  new  system  work  in  November  2000.  Components  of  this 
effort  would  be  expected  to  include  adequate  testing  and  debugging  of  the  system,  and  training  for 
workers  including  employees,  poll  workers,  and  volunteers.  During  elections,  coordination  is  critical 
and  additional  support  will  probably  be  needed  for  the  reinstitution  of  district  elections.  Riverside 
County  uses  about  20-30  "rovers",  or  troubleshooters,  with  cell  phones  and  cars  that  are  available  to  take 
and  respond  to  calls  from  precincts.  San  Francisco,  similarly,  has  about  38  field  deputies  for  each 
election.  These  are  City  employees,  assigned  to  about  12-18  polling  places  (depending  on  difficulty),  to 
troubleshoot  and  resolve  problems.  They  have  cars  and  cell  phones  and  are  in  continuous  contact  with 
the  Department  of  Elections. 

Most  jurisdictions  contacted  during  this  research  stated  that  intensive  community  outreach  contributed, 
in  large  measure,  to  their  successes.  Outreach  includes  intensive  use  of  all  available  forums  to  explain 
new  systems  to  community  groups,  individuals,  political  campaign  organizations,  and  the  press. 
Election  and  post-election  outreach  includes  providing  the  public  and  press  with  results/updates  in  an 
organized,  timely  manner  via  in  person  announcement,  web  site,  and  cable  access  stations,  including  on 
the  spot  coverage  of  election  workers.  Creative  and  time-tested  solutions  have  been  used,  for  example, 
running  training  videos  for  poll  workers  on  the  cable  access  station  as  in  Riverside,  or  providing 
advertising  on  theater  screens  and  transit  vehicles,  and  in  multilingual  newspapers. 

In  summary,  implementation  of  optical  scanning  technology,  combined  with  purging  of  voter  rolls, 
complete  translation  of  election  instructions  and  ballot  materials,  and  active  community  outreach,  will 
result  in  faster  and  more  efficient  voting  and  vote  counting.  Coordinated  implementation  of  the  new 
technology  is  particularly  important  as  the  City  shifts  from  old  to  new  technology  and  from  Citywide  to 
District  elections  in  a  Presidential  election  year. 
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TO:  HONORABLE  BOARD  OF  SUPERVISORS 

FROM:  GLYNN  WASHINGTON,  Legislative  Analyst 

CC:  CLARICE  DUMA,  Senior  Legislative  Analyst 

DATE:  February  10,  2000 

RE:  SCORCHER  TIRE  REPORT 

SUMMARY  OF  REQUEST 

The  Honorable  Board  of  Supervisors  has  requested  the  Office  of  Legislative  Analyst  to  work  with  the  City 
Attorney's  Office  in  creating  legislation  regulating  colorized  tires  in  the  City  of  San  Francisco. 


DOCUMENTS  DEPT. 
FEB  1  4  2000 

SAN  FRANCISCO 
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EXECUTIVE  SUMMARY 

B.F.  Goodrich  plans  to  introduce  a  new  tire  in  the  United  States,  "Scorchers",  that  can  leave  colored  skid  marks 
on  the  road.  There  exists  concern  that  the  tires  are  designed  to  encourage  graffiti-like  gang  "tagging"  activity 
while  inciting  dangerous  driving.  The  following  report  examines  what  legislative  approach,  if  any,  the  Citj 
should  take  in  regulating  the  tires. 

ISSUE  BACKGROUND 

B.F.  Goodrich  released  a  new  tire  called  the  "Scorcher"  August  Is',  1999.  The  tire  allows  drivers  to  leave 
colored  skid  marks  on  the  road  after  "burning  out".  Various  community  groups  and  city  officials  have 
expressed  concern  that  the  tires  will  be  used  by  gangs  to  mark  turf  and  antagonize  rivals.  Police  groups  (led  by 
Gilroy  Police  Chief,  Greg  Guisiana)  believe  that  the  company  markets  a  product  that  encourages  reckless 
driving.   Still  others,  such  as  Napa  Police  Chief,  Dan  Monez,  object  to  a  product  encouraging  drivers  to  bum 
colored  graffiti-like  skid  marks  onto  public  property. 

Michelin  (owners  of  B.F.  Goodrich)  has  already  produced,  marketed,  and  sold  colorized  tires  in  both  Europe 
and  Brazil  (green  and  gold)  for  at  least  two  years.  Some  law  enforcement  authorities  express  concern  that  the 
tire  colors  have  been  changed  when  marketing  to  US  consumers  (to  red,  blue,  and  yellow),  in  order  to  appeal  to 
the  North  American  "gang  market".  Among  California's  two  largest  gangs,  red  is  the  preferred  color  of 
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Nortenlos,  while  Surenlos  favor  blue.  Predominately  African- American  gangs  use  the  same  colors  to  assert 
their  identities:  Crips  wear  blue,  Bloods  wear  red. 

Michelin  spokesperson,  Jim  Morton,  insists  that  the  tire  colors  were  selected  because  they  are  the  most  popular 
for  trim  accessories  in  North  America.  A  promotional  video  for  the  tires  (which  is  no  longer  available  from  the 
company  as  a  result  of  public  outcry)  declared  that  the  tire  will  continue  to  lay  a  colored  patch  on  the  road  even 
after  repeated  burnouts.  A  website  promoting  the  Scorcher  tire  (also  discontinued)  insisted  that,  "Tread  color 
shows,  even  as  tires  wear;  in  burnouts  tires  leave  a  full  color  patch;  perfect  finishing  touch  for 
cosmetic/performance  market"  (emphasis  added)  When  asked  for  comment,  Morton  claimed  colors  were  only 
left  on  light  pavement  for  exhibition  purposes  and  should  not  be  visible  on  the  black  or  gray  pavement  common 
in  urban  areas  such  as  San  Francisco. 

CURRENT  CITY  LAW  &  POLICY 

Graffiti  Enforcement 

Article  23  §  1301  (c  )  of  the  Public  Works  Code  defines  graffiti  as  any  "inscription,  word,  figure,  marking,  or 
design  that  is  marked,  etched,  scratched,  drawn,  or  painted  on  any  building,  structure,  fixture  or  any  other 
improvement."  Article  23  of  the  Public  Works  Code  proceeds  to  authorize  the  Department  of  Public  Works 
(DPW)  to  remove  graffiti  from  property  within  the  city.  According  to  Deputy  City  Attorney  Mario  Kashou, 
however,  public  works  code  sections  dealing  with  graffiti  are  not  intended  for  the  city  to  apply  against  itself. 
Instead,  they  are  intended  to  require  private  property  owners  to  remove  graffiti  on  their  own  property,  and  if 
necessary,  to  allow  the  City  to  recover  the  cost  of  removing  graffiti  from  the  private  property  of  non-compliant 
owners.  While  maintaining  that  the  public  works  code  dealing  with  graffiti  does  not  apply  to  tire  marks  on  city 
streets,  Kashou  insists  that  the  City  needs  no  new  legislation  enabling  it  to  clean  graffiti  from  public  streets. 
Kashou  foresees  no  hurdle  to  DPW  dealing  with  colorized  tire  marks  absent  specific  legislation  empowering  it 
to  do  so.  John  Busher  of  the  DPW  agrees  that  potential  marks  from  the  Scorcher  tire  fall  under  the  realm  of  his 
Department,  but  he  currently  does  not  anticipate  DPW  having  to  deal  with  a  plethora  of  colored  skid  marks.  In 
the  absence  of  legislation  to  the  contrary,  he  adds  that  the  Department  is  likely  to  adopt  a  "wait  and  see" 
approach  to  see  if  the  Scorcher  tire  presents  a  real  problem. 

Criminal  Concerns/Traffic  Laws 

San  Francisco  Police  Department  Spokesperson  (SFPD),  Sherman  Ackerson,  agrees  with  the  DPW's  "wait  and 
see"  approach,  arguing  that  the  brightly  colored  tires  might  make  it  easier  for  witnesses  and  police  to  identify 
criminals  fleeing  crime  scenes.  As  officers  routinely  use  tire  marks  in  the  course  of  criminal  investigations, 
Ackerson  suggested  that  increased  use  of  colorized  tires  among  gang  members  would  only  serve  to  tell  the 
police  where  to  look  for  wrongdoers.  Jerry  Poccinelli,  Legal  Counsel  for  SFPD,  found  no  provisions  of  the 
California  Vehicle  Code  or  any  local  laws  specifically  prohibiting  squealing  tires  and  leaving  skid  marks  on 
public  roads. 

OTHER  JURISDICTIONS 

Jurisdictional  Efforts 

Thomas  Springer,  Vice  Mayor  of  Gilroy,  is  spearheading  a  multi-municipal  effort  to  halt  production  of  the 
Scorchers  tire,  or  at  least,  stop  production  of  red  and  blue  (gang  colors)  tires.  Springer,  and  Oakland 
Counselperson  John  Russo  of  Oakland,  presented  a  review  of  the  issue  to  the  California  League  of  Cities 
Mayor's  Conference  (including  San  Francisco)  in  August,  which  voted  for  a  non-binding  resolution 
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condemning  the  tire.  The  Santa  Clara  Cities  Association  (with  15  member  cities)  adopted  a  policy  supporting 
individual  association  cities  which  take  action  against  colorized  tires.  The  cities  of  San  Jose  and  Gilroy  ha\  e 
passed  resolutions  urging  Michelin  to  stop  production  of  the  Scorcher,  noting  they  will  take  all  appropriate  steps 
at  the  local,  state,  and  federal  levels  to  prevent  the  use  of  colorized  tires  in  their  respective  jurisdictions. 

Environmental  Concerns 

Both  Thomas  Springer,  and  Gilroy  Police  Chief,  Greg  Guisiana,  contend  that  removal  of  the  skid  marks  left  on 
the  ground  from  the  Scorcher  tire  will  require  hazardous  cleanup  procedures.  Springer  insists  that  high  pressure 
water  or  solvent  system  employed  to  remove  graffiti  will  remove  other  road  contaminants  as  well  —  and 
discharge  the  material  into  the  Bay,  posing  an  environmental  hazard. 

Locally,  expectations  are  far  more  sanguine.  John  Busher  of  the  DPW  disputes  the  need  for  hazardous  cleanup 
procedures.  He  cites  an  incident  where  streets  were  cleaned  of  tire  marks  in  the  past  using  a  hot  steam  method 
(the  only  similar  incident  of  record  of  the  past  ten  years).  Parents  of  the  perpetrators  were  billed  for  the  cost  of 
the  cleanup.  Currently,  Busher  estimates  that  one  hour  of  DPW  time  spent  cleaning  up  tire  marks  would  cost 
approximately  $100. 

LEGISLATIVE  OPTIONS 

Legislation  limiting  the  use  of  Scorchers  tires  could  potentially  take  several  forms.  Recently,  the  Board  of 
Supervisors  passed  a  resolution  urging  Michelin  to  cease  advertising  and  marketing  the  Scorcher.  There  are 
additional  legislative  options  open  to  the  Board  if  Michelin  ignores  the  call  to  cease  distribution  of  the  colorized 
tires. 

Ban  On  Sale 

The  City  could  enact  a  ban  on  the  sale  of  colorized  tires.  Both  San  Jose  and  Gilroy  are  currently  exploring 
potential  bans  on  the  sale  of  Scorchers.  Applied  to  San  Francisco,  such  legislation  could  forbid  distributors 
from  selling  colorized  tires  anywhere  in  the  City.  According  to  the  City  Attorney's  office,  a  ban  on  the  sale  of 
colorized  tires  will  likely  withstand  potential  court  challenges.  However,  the  efficacy  of  such  a  policy  may 
prove  limited.  In  an  area  with  borders  as  porous  as  San  Francisco,  a  ban  on  the  sale  of  a  particular  tire  is  likely 
to  push  the  tire  sales  outside  the  City's  boundaries.  Local  tire  distributors  will  likely  protest  the  loss  of 
business,  while  the  ban  will  likely  have  but  a  negligible  effect  on  the  number  of  colorized  tires  on  the  street. 

Ban  On  Possession 

One  option  rejected  by  the  City  Attorney's  Office  as  a  possible  means  for  regulation  of  the  Scorcher  is 
enacting  an  outright  ban  of  colorized  tires.  Legislation  considered  would  forbid  colorized  tires  from  being 
driven  on  any  street  in  the  City.  A  San  Francisco  ban  on  possession  of  colorized  tires,  according  to  the  City 
Attorney's  Office,  may  result  in  constitutional  challenges.  Such  a  ban  on  possession  may  be  regarded  as 
inhibiting  commerce  in  violation  of  California  and  Federal  constitutions  (conceiv  ably  thwarting  persons  from 
conducting  business  in  San  Francisco). 

Strict  Liability 

Imposition  of  a  strict  liability  system  is  being  explored  as  a  method  for  regulating  Scorchers.  As  currently 
conceived,  under  a  strict  liability  regime,  legislation  would  impose  liability  on  the  manufacturer  (Michelin)  for 
the  cost  of  any  street  cleanup  associated  with  the  Scorchers  tire.  In  effect,  the  legislation  would  empower  San 
Francisco,  or  any  private  property  owner,  to  charge  Michelin  for  its  expenses  in  cleaning  up  graffiti-like  marks 
off  the  street.  According  to  the  Deputy  City  Attorney,  such  a  strict  liability  regime,  a  presumption  of  liability 
40T~Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


4 


will  be  construed  against  the  tire  companies  for  any  cost  of  cleanup  associated  with  colorized  tires.  This  type  of 
strict  liability  has  been  imposed  in  at  least  one  other  arena,  Washington  DC,  where  manufacturers  of  assault 
weapons  or  machine  guns  can  be  held  strictly  liable  for  any  injury  arising  from  the  use  of  those  weapons.  Even 
in  a  strict  liability  regime,  however,  the  manufacturer  retains  the  right  to  go  to  court  and  use  all  appropriate 
defenses.  Such  a  system  potentially  places  the  City  in  the  position  of  litigating  every  colorized  skid  mark  on  the 
streets. 


Nuisance  Abatement  Fee 

Another  possible  means  of  limiting  the  accessibility  and  the  effect  of  colorized  tires  in  the  City  may  be  to 
impose  regulation  on  the  supply  side.  A  fee  could  be  charged  for  the  sale  of  every  tire  with  the  proceeds 
directed  toward  keeping  City  streets  clear  of  graffiti-like  skid  marks.  According  to  Deputy  City  Attorney  Mario 
Kashou,  it  may  be  possible  for  the  City  to  impose  a  surcharge  on  the  sale  of  colorized  tires,  if  the  monies 
generated  are  directed  towards  actual  skid  mark  cleanup. 

Proposition  218  lays  out  certain  criteria  for  when  such  a  "nuisance  abatement  fee"  can  be  imposed. 
According  to  Victoria  Carreon,  of  the  Los  Angeles  Legislative  Analyst  office,  however,  the  courts  have  strictly 
interpreted  Proposition  218  in  recent  court  decisions,  any  potential  legislation  must  be  carefully  drafted  so  that 
actual  cleanup  costs  and  the  surcharge  are  directly  related.  The  City  Attorney's  Office  has  indicated  that 
legislation  attempting  to  capture  monies  spent  on  cleanup  in  the  tire  surcharge  must  be  predicated  on  actual  data 
indicating  what  the  cleanup  charges  are.  Practically,  this  could  necessitate  a  study  by  concerned  agencies  as  to 
the  number  of  incidents  involving  colorized  tire  skid  marks  in  the  City  and  the  cost  of  cleanup. 

With  a  nuisance  abatement  fee  program  administered  by  the  City,  only  distributors  within  the  City  would  be 
affected  by  the  additional  fee.  Tire  distributors  would  likely  protest  legislation  levying  additional  fees  to  their 
business,  especially  since  the  tire  would  be  freely  available  outside  San  Francisco.  Since  any  potential  fee  must 
be  tied  to  actual  cost  of  skid  mark  cleanup  —  the  fee  might  not  rise  to  such  a  level  as  to  discourage  use  of 
colorized  tires. 

ADDITIONAL  OPTIONS 

1 .  Increase  DPW  Cleanup  Services.   The  City  Attorney's  Office  maintains  that  DPW  requires  no  further 
legislative  authority  to  clean  colorized  skid  marks  off  public  streets. 

2.  Lobby  Michelin  in  Concert  With  Other  Cities.  San  Francisco  may  want  to  join  other  municipalities  urging 
Michelin  to  recall  its  product.  Already.  Michelin  has  backed  away  from  an  early  video  produced  showing 
drivers  pealing  from  a  start  line  leaving  multicolored  patches.  The  company  now  claims  to  discourage 
conditions  that  would  lead  to  such  a  result.  Further  efforts  on  the  public  opinion  stage  may  prove  effective 
in  limiting  harmful  effects  of  the  product. 

3.  Monitor  Incidents  for  Initial  Period.  If  SFPD  and  DPW  were  to  log  incidents  related  to  colorized  skid 
marks,  a  review  of  the  tire  after  six  months  may  provide  a  better  idea  as  to  the  level  of  the  problem.  Both 
DPW  and  SFPD  view  existing  procedures  as  sufficient  to  handle  potential  problems  in  the  meantime. 
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EXECUTIVE  SUMMARY 

SUMMARY  OF  REQUESTED  ACTION 


On  November  22,  1999,  the  San  Francisco  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative 
^nalyst  report  on  what  policies  selected  United  States  cities  have  in  place  that  regulate  the  location,  hours  and 
activities  of  late  night  eating  and  drinking  and  entertainment  establishments.  Cities  of  interest  include  New 
York  and  Chicago  and  other  urban  centers  known  for  their  night  life. 


SUMMARY 

There  are  a  variety  of  types  of  late  night  eating  and  drinking  and  entertainment  establishments,  ranging  from 
corner  bars,  to  late  night  restaurants,  to  after  hours  clubs.  In  most  jurisdictions  contacted  for  this  report.  \\  hile 
some  problems  were  associated  with  smaller,  neighborhood  venues,  after  hours  entertainment  establishments,  or 
clubs,  are  the  most  problematic,  primarily  in  proximity  to  residential  uses.  Most  cities  prohibit  these  intensh  e 
uses  in  residential  districts,  and  conflict  generally  occurs  in  mixed  use  districts.  The  current  national  trend  in 
urban  areas,  in  which  former  industrial  use  areas  are  experiencing  reuse  as  mixed  use  districts,  becoming  both 
residential  and  entertainment  centers,  has  given  rise  to  the  greatest  conflict  primarily  related  to  noise,  parking, 
and  nuisance  factors.  Most  jurisdictions  have  controls  in  place  to  address  these  issues,  although  they  vary  as  to 
their  nature,  level  of  enforcement,  and  success.  A  number  of  jurisdictions  have  recently  revised,  or  are  currently 
reassessing  their  controls  and  policies. 

ANALYSIS 


Current  Law  and  Practice  in  San  Francisco 


According  to  San  Francisco  Police  Department  (SFPD)  staff,  San  Francisco,  a  geographically  small  city, 
experiences  a  disproportionate  share  of  problems  related  to  extended  hours  premises,  particularly  night  clubs. 
Recording  to  SFPD,  most  cities  in  the  state,  including  the  rest  of  the  Bay  Area,  do  not  allow  operation  after 
2  a.m.  For  example,  even  a  large  city  such  as  San  Jose  prohibits  such  uses.  As  a  result,  beside  patrons  who 
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live  in  the  City  and  visitors/tourists,  there  are  additional  pressures  on  these  establishments  as  destination 
entertainment  for  patrons  from  the  north,  east  and  south  Bay  area.  These  patrons  often  drive  to  the  City  after 
patronizing  clubs  in  other  parts  of  the  Bay  Area  up  to  their  2  a.m.  closing  times. 

After  hours  eating  and  drinking  and  entertainment  establishments  are  regulated  in  San  Francisco,  under  Articli 
15.2  of  the  Police  Code,  Entertainment  Regulations  for  Extended-Hours  Premises.  Article  15.2,  Section  1070 
defines  Extended  Hours  Premises  as  "every  premise  to  which  patrons  or  members  are  admitted  or  which  allow 
patrons  or  members  to  remain  on  the  premises  between  the  hours  of  2:00  a.m.  and  6:00  a.m.  which  serves  food 
beverages,  or  food  and  beverages,  including  but  not  limited  to,  alcoholic  beverages,  for  consumption  on  the 
premises  or  wherein  entertainment  as  defined  in  Subsections  (b)  and  (c)  is  furnished  or  occurs  upon  the 
premises."  Thus,  in  the  City  establishments  such  as  after  hours  restaurants,  coffee  shops,  doughnut  stores,  and 
convenience  stores  are  regulated  along  with  after  hours  entertainment  establishments.  The  former  uses  give  ris 
to  few  complaints  and  little  concern  compared  with  the  latter.  There  are  currently  a  total  of  about  86  extended 
hours  premises  permits  in  the  City,  including  38  restaurants  (establishments  that  serve  food  for  on-site 
consumption)  and  48  establishments  that  include  entertainment. 

After  hours  entertainment  uses  require  a  Police  Permit,  under  Article  15.2,  as  well  as  review  and  sign  off  by  the 
following  departments:  Health;  Fire;  Building  Inspection  (building,  electrical,  plumbing  code  compliance); 
Planning;  and  the  Police  Department  Noise  Abatement  section. 

Police  Permit  stipulations  address  adequate  security;  maintenance  of  adequate  usable  sidewalk  width  so  as  not 
to  block  pedestrian  traffic  due  to  the  patron  line,  noise,  community  liaison,  hours  of  operation,  the  good 
neighbor  policies  described  below,  and  special  events.  Section  1070.26,  Moratorium  on  the  Granting  of 
Permits,  established  an  area  in  which  no  extended  hours  premises  permits  may  currently  be  granted.  The  area** 
bounded  by  Bush,  Taylor  and  O'Farrell  Streets  and  Van  Ness  Avenue  (not  including  properties  fronting  Van 
Ness  Avenue).  The  moratorium  expires  at  the  end  of  August  2000. 

The  Planning  Department  regulates  where  these  uses  may  be  located,  through  zoning  controls.  After  hours 
entertainment  uses  (such  as  dance  clubs,  billiard  parlors  and  places  of  adult  entertainment)  are  not  permitted  in 
residential  districts  in  the  City,  except  in  the  RC-4  (Residential-Commercial  Combined  Districts,  High  Density) 
districts,  which  are  generally  composed  of  buildings  with  ground  floor  commercial  use  with  dwelling  units 
above,  located  primarily  in  the  North  of  Market  and  Tenderloin  areas.  RC-4  district  controls  set  no  limits  on 
hours  of  operation  for  nighttime  entertainment  establishments.  Late  night,  non-entertainment  uses,  (primarily 
restaurants,  pizza  parlors,  coffee  shops  and  so  on),  are  generally  not  permitted  in  residential  districts  and  are 
allowable  under  applicable  zoning  controls  in  commercial,  including  neighborhood  commercial,  districts. 

Various  controls  regulate  nighttime  entertainment  in  the  Neighborhood  Commercial  zoning  districts.  Generally 
the  use  requires  Conditional  Use  (CU)  authorization,  including  a  public  hearing  and  conditions  regarding  hours 
of  operation;  hours  vary  by  district.  Individual  Neighborhood  Commercial  Districts  (  NCD's)  include  specific 
district  controls.  For  example,  the  West  Portal  NCD  controls  prohibit  entertainment  uses.  In  the  Broadway 
NCD  these  establishments  require  CU  authorization,  and  include  extended  hours  of  operation  from  2  am  -  6  am. 
In  the  NC-3  (Moderate  -Scale  Neighborhood  Commercial  )  districts  and  in  most  districts  South  of  Market  there 
are  no  limits  on  hours  of  operations.  However,  in  some  South  of  Market  districts,  such  as  SLI  (Service/Light 
Industrial)  the  use  is  not  permitted.  Late  night  entertainment  is  allowable  without  restrictions  in  light  and  heav> 
industrial,  and  commercial-industrial  districts  (M-l,  M-2,  and  C-M)  generally  located  in  the  southeastern  part  o 
the  City.  Section  805.3  (g),  Additional  Provisions  Governing  Uses  in  Mixed  Use  Districts,  Good  Neighbor 
Policies  for  Nighttime  Entertainment  Activities  in  South  of  Market  Districts,  sets  forth  conditions,  "to  insure 
that  the  quiet,  safety  and  cleanliness  of  the  premises  and  vicinity  are  maintained."  These  conditions  are  specific 
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(They  are  attached  at  the  end  of  this  document.)  The  conditions  address  noise,  litter  and  parking  issues  in 


The  intent  of  the  zoning  controls  has  been  to  prohibit  late  night  entertainment  in  residential  districts,  and  require 
Conditional  Use  authorization  in  commercial  areas  that  include,  or  are  near,  areas  of  residential  use.  The 
Conditional  Use  process  includes  a  public  hearing,  as  noted,  at  which  neighbors  may  have  input,  and  Conditions 
may  be  imposed  relating  to  hours  of  operation,  noise,  litter,  and  security. 

In  the  City,  nighttime  entertainment  establishments  are  mainly  clustered  South  of  Market,  in  the 
Tenderloin/Polk  street  area,  and  on  Broadway,  with  individual  establishments  scattered  throughout  the  City,  on 
Lombard  Street,  Geary  Street,  Mission  Street  and  the  Mission  district,  and  the  Western  Addition.  The  Planning 
Department  has  mapped  these  establishments. 

As  indicated,  primary  concerns  with  late  night  entertainment  establishments  relate  to  parking,  noise  and 
nuisances,  and  the  controls  attempt  to  address  these.  Solutions  may  be  difficult,  however.  For  example,  the  San 
Francisco  Noise  Ordinance,  Article  29  of  the  Police  Code  is  enforced  by  the  SFPD.  And  Title  24  of  the 
California  Code  of  Regulations  requires  noise  insulation  for  residences  and  hotel  uses,  and  energy  conservation, 
including,  for  example,  requiring  double-  paned  windows  However,  live/work  units  are  classified  as 
commercial  uses  in  the  City's  Planning  and  Building  Codes,  and  therefore  are  not  subject  to  residential 
construction  requirements.  In  addition,  existing  housing  stock,  especially  South  of  Market,  is  old  and  predates 
noise  insulation  and  energy  conservation  requirements.  In  the  case  of  one  club  on  Eleventh  Street  that  requested 
a  permit  to  expand,  the  club  building  was  old  and  opponents  were  residents  in  an  abutting  building  constructed 
in  1908.  Clubs  can  be  effectively  retrofitted  to  reduce  noise  in  a  number  of  ways;  however,  operators  do  not 
\vays  have  control  over  the  building  they  occupy,  and  noise  -  like  air  -  "leaks  out"  of  an  unsealed  structure 
nighttime  noise  is  experienced  as  more  disturbing  because  background  noise  levels  are  much  lower,  compared 
to  daytime  hours. 

Current  Law  and  Practice  in  Other  Jurisdictions 

City  of  New  York 

Controversy  associated  with  late  night  entertainment,  as  in  other  jurisdictions,  is  associated  with  destination 
entertainment  uses,  with  conflict  between  the  patrons  who  frequent  the  clubs  and  residents  who  live  near  them. 

The  state  of  New  York  regulates  alcohol,  and  thus  regulates  this  aspect  of  late  night  entertainment  in  the  New 
York  City,  including  hours  of  operation. 

The  Department  of  Consumer  Affairs  regulates,  under  cabaret  provisions,  large  clubs  where  people  congregate. 
After  hour  clubs  per  se,  are  not  separately  distinguished.  In  New  York  City,  eating  or  drinking  establishments 
(such  as  restaurants  and  bars),  including  those  with  entertainment  with  a  capacity  of  200  persons  or  less,  are 
allowed  as-of-right  in  most  commercial  and  manufacturing  districts. 

Eating  or  drinking  establishments  with  entertainment  and  a  capacity  of  more  than  200  persons,  or  those  of 
capacity  with  dancing,  are  allowed  in  C6  (high-density,  centrally  located),  C8  (widely  mapped  in  all  boroughs, 
generally  as  strips  along  major  roads,  and  permitting  automotive,  trucking  service  uses)  and  most 
Manufacturing  districts.  They  are  prohibited  in  CI,  Local  Retail  Districts  and  C5.  Restricted  General 
Commercial  Districts  (centrally  located,  mapped  mostly  in  Manhattan  and  downtown  Brooklyn,  for  example,  in 
Manhattan:  Fifth  Avenue," Grand  Central,  Madison  Avenue,  portions  of  the  downtown  financial  district).  In  C4 


irticular. 
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Districts  (regional  shopping  mapped  in  each  of  the  five  boroughs),  they  are  allowed  not  less  than  100  feet  from 
a  Residence  District,  or  by  special  permit.  A  special  permit  is  required  in  C2,  Local  Service  Districts,  and  inA 
"mixed"  manufacturing  districts  that  allow  dwellings  (SOHO,  NOHO,  Tnbeca).  In  C6-1  through  C6-4  distrii 
such  uses,  while  allowed  as-of-right,  must  also  have  an  indoor  waiting  area  based  on  capacity  of  the 
establishment;  the  entrance  to  the  establishment  must  be  no  less  than  100  feet  from  the  nearest  Residence 
District  boundary. 

The  New  York  Department  of  City  Planning  began  comprehensive  review  of  its  Zoning  Resolution,  concerning 
entertainment  establishments  in  order  to  create  an  appropriate,  up-to-date  regulatory  framework  for  controlling 
such  uses.  The  review  was  begun  after  the  city  received  complaints  from  residents  about  noise,  traffic,  parking 
sanitation  and  crowding  impacts  from  clubs.  In  1986  and  1988,  several  successful  legal  challenges  to  city 
regulations  were  made.  During  the  review  period,  club  owners  and  operators  argued  that  the  special  permit 
process  would  be  time  consuming,  costly  and  unpredictable  and  result  in  fewer  such  establishments.  Club 
advocates  also  made  the  argument  that  clubs  are  essential  to  new  musicians  and  various  segments  of  the  city's 
population.  In  1989  the  planning  department  proposed  amendments,  adopted  in  1990,  setting  forth  a  new 
framework  for  regulation  of  entertainment  establishments.  The  zoning  amendments  include  language  which 
refers  to  incidental  (accessory)  music;  ease  restrictions  on  clubs  with  no  dancing  with  capacities  of  under  200 
people;  and  impose  more  restrictive  regulations  on  larger  entertainment  establishments  and  those  with  dancing. 
The  noise  control  section  of  the  administrative  code  allows  musical  entertainment  in  any  establishment. 

In  some  commercial  districts  such  establishments  must  provide  a  minimum  of  four  square  feet  of  interior 
waiting  area  for  each  person  permitted  under  the  occupant  capacity  under  the  building  code,  and  their  entrance 
must  be  a  minimum  of  100  feet  from  the  nearest  residential  district  boundary.  Where  a  special  permit  is 
required  certain  findings  must  be  made,  as  follows:  That  a  minimum  of  four  square  feet  of  enclosed  waiting  . 
area  within  the  zoning  lot  shall  be  provided  for  each  person  permitted  under  the  occupant  capacity  as 
determined  by  the  building  code  (a  plan  is  required  to  be  provided,  to  insure  that  the  operation  of  the 
establishment  will  not  result  in  the  gathering  of  crowds  or  formation  of  lines  on  the  streets);  that  the  entrance  to 
such  use  is  a  minimum  of  100  feet  from  the  nearest  residential  district  boundary;  that  such  use  will  not  cause 
undue  vehicular  or  pedestrian  congestion  in  the  local  streets;  that  such  use  will  not  impair  the  character  or  the 
future  use  or  development  of  the  surrounding  residential  or  mixed-use  neighborhoods;  that  such  use  will  not 
cause  the  sound  level  in  any  affected  conforming  residential  use,  joint  living-work  quarters  for  artists,  or  loft 
dwelling  to  exceed  the  limits  set  forth  in  the  city  Noise  Control  Code  (generally  an  interior  noise  level  in  nearby 
residences  of  45  dBA);  and  that  the  application  be  made  jointly  by  the  owner  of  the  building  and  the  operators 
of  such  eating  or  drinking  establishment.  In  addition,  the  Board  of  Standards  and  appeals  is  authorized  to 
prescribe  appropriate  controls  to  minimize  adverse  effects  on  the  character  of  the  surrounding  area  including, 
but  not  limited  to,  location  of  entrances  and  operable  windows,  provision  of  sound-lock  vestibules,  specification 
of  acoustical  insulation,  maximum  size  of  the  establishment,  kinds  of  amplification  of  musical  instruments  or 
voices,  shielding  of  flood  lights,  adequate  screening,  curb  cuts,  or  parking.  The  section  also  provides  that  any 
violation  of  the  terms  of  a  special  permit  may  be  grounds  for  its  revocation. 

A  proposed  local  ordinance  to  increase  the  distance  between  large  clubs  and  residential  areas  to  200  feet  and 
toughen  controls  on  repeat  violators  was  not  passed. 

Chicago 

In  Chicago,  the  Mayor's  License  Commission  regulates  nighttime  entertainment  establishments,  and  there  is  af 
local  liquor  control  commission.  Regulation  is  currently  mainly  on  a  case-by-case  basis  rather  than  a  citywide-- 
policy  basis.  When  an  operator  applies  for  a  liquor  license,  registered  voters  within  a  250-foot-radius  receive 
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notice.  This  system  works  in  areas  in  which,  for  example,  a  new  tavern  is  propose  in  an  established,  developed 
irea.  In  developing  areas,  however,  where  both  the  establishment  and  the  residences  are  under  developmem  at 
the  same  time,  prior  notification  of  potentially  affected  residents  may  not  be  possible.  The  License  Commission 
is  attempting  to  coordinate  with  the  Department  of  City  Planning  regarding  areas  that  are  being  developed  for 
residential  use,  and  to  consult  with  the  Department  about  use  compatibility.  One  example  of  a  developing 
location  is  the  South  Loop  area,  planned  for  residential  and  commercial  mixed  use  development. 

Chapter  4-60  of  the  Chicago  Municipal  Code  regulates  Liquor  Dealers.  Regulated  establishments  include  late 
night  entertainment  establishments  that  serve  alcohol.  In  Chicago,  alcohol  may  be  served  until  4  a.m. 
weekdays,  and  5  a.m.  on  weekends  with  a  late  hour  license.  Liquor  licenses  are  locally  regulated,  as  noted,  and 
according  to  License  Commission  staff,  subject  to  a  rigorous  process.  Application  requirements  include 
notification  of  registered  voters  within  500  feet,  and  posting  notice  of  the  application  at  the  proposed  site.  The 
applicant  must  obtain  and  file  the  written  consent  of  a  majority  of  the  legal  voters  registered  in  the  affected  area 
in  order  for  the  permit  to  be  granted  (Municipal  Code  section  4-60-130(e)).  Thus,  criteria  for  granting  a  license 
include  a  favorable  petition  signed  by  a  majority  of  registered  voters  within  500  feet  of  the  establishment  |  in 
residential  areas).  A  petition  of  consent  is  not  required  in  a  non-residential  area  or  in  an  area  that  is  more  than 
50  percent  non-residential.  Nearby  residents  may  still  be  concerned,  but  they  do  not  have  recourse  to  the 
petition  requirement. 

According  to  city  staff,  because  the  license  process  is  rigorous  and  the  license  subject  to  being  revoked,  the 
number  of  applicants  is  not  high.  A  majority  of  the  legal  voters  residing  within  500  feet  of  the  licensed 
premises  may  file  a  petition  requesting  the  local  liquor  control  commissioner  to  suspend  or  revoke  a  late-hour 
privilege.  (  Municipal  Code  Section  4-60-130  (h),  which  provides  for  published  notice  and  a  hearing  among 
Iher  provisions).  Upon  a  finding  there  is  due  and  just  cause  to  discontinue  the  late-hour  privilege,  the  local 
liquor  control  commissioner  may  either  revoke  the  privilege  permanently  or  suspend  the  privilege  for  a  period 
of  not  more  than  30  days.  (Section  4-60- 1 30(j)).  Tavern  owners  must  comply  with  noise  laws  enforced  by  the 
city  Department  of  the  Environment.  An  additional  application  is  required  for  a  public  place  of  amusement 
license.  Chicago  has  a  community  meeting  process  which  may  be  used  in  cases  where  a  license  may  be  legal]} 
granted  but  there  are  nuisance  issues.  Then,  the  Director  of  the  Liquor  Commission  serves  a  mediator  between 
the  two  parties  after  the  license  has  been  issued.  According  to  License  Commission  staff  this  program  has  been 
successful  in  resolving  conflicts. 

While  there  is  no  dispersion  or  concentration  policy  regarding  late-night  establishments,  permits  are  generally 
more  easily  obtained  in  centrally  located,  non-residential  areas.  Geographically,  there  is  a  concentration  of  late 
night  entertainment  establishments  in  the  Rush  Street  and  Division  Street  area  and  the  North  Halsted  and  North 
Broadway  area;  other  late  night  establishments  are  dispersed  throughout  the  city. 

New  Orleans 

Late  night  entertainment  uses  are  regulated  in  New  Orleans,  although  the  City  has  been  criticized  as  weak  in  the 
area  of  enforcement.  Local  regulations  include  a  noise  ordinance,  restrictions  on  hours  of  operation,  and  the 
ability  to  shut  down  establishments  with  a  history  of  continuous,  repetitive  problems  with  litter,  noise,  other 
nuisance  factors,  patron  activity  or  owner  neglect. 

She  city,  by  zoning  ordinance,  created  one  main  entertainment  district,  in  the  French  Quarter,  in  w  hich  most 
Vises,  including  adult  entertainment,  are  allowed  on  an  unrestricted  basis.  In  other  areas,  zoning  controls 
generally  restrict  live  entertainment  to  a  maximum  of  five  musicians,  and  regulate  amplified  music.  Related 
ordinances  address  parking  and  noise.  Parking  may  be  required,  for  example,  special  event  parking,  and  sound 
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proofing  is  also  required.  Major  new  development  is  taking  place  in  the  French  Quarter  entertainment  district, 
including  new  large-scale  entertainment  establishments  such  as  the  House  of  Blues,  including  larger  concert  ( 
halls  than  existing  halls.  In  the  French  Quarter  about  five  blocks  are  almost  wholly  commercial  in  character, 
along  with  three  blocks  along  Bourbon  Street.  Expansion  of  commercial  use  into  surrounding  residential  stree 
is  not  allowed.  Enforcement  has  proved  problematic,  however.  Other  than  the  designated  entertainment 
district,  late  night  entertainment  is  permitted  only  in  the  regional  commercial  zoning  district. 

The  city  has  not  been  wholly  successful  in  regulating  smaller  music  venues  in  residential  areas.  For  example, 
corner  bars  are  legal  non-conforming  uses  with  the  right  to  continue  operation.  In  a  number  of  instances  city 
controls  and  action  to  close  establishments,  based  on  neighborhood  opposition,  have  been  successfully  appeale 
to  the  state. 

Philadelphia 

Philadelphia  does  not  regulate  hours  of  operation  under  the  zoning  code,  except  for  certain  uses  such  as 
laundromats.  Liquor-serving  establishments  are  under  the  purview  of  the  Liquor  Control  Board  of  the  State  of 
Pennsylvania,  which  may  impose  conditions.  Based  on  underlying  zoning,  nighttime  entertainment  is  not 
considered  an  appropriate  use  in  residential  districts.  Nighttime  entertainment  establishments,  are  not  allowabl 
as  a  matter  of  right,  in  the  city  and  require  an  applicant  to  request  a  zoning  adjustment,  similar  to  a  Variance 
authorization  in  San  Francisco.  The  owner  operator  must  show  hardship  to  obtain  the  adjustment,  such  as 
inability  to  otherwise  use  the  property.  The  zoning  board  has  great  latitude  in  granting  adjustments,  and  may 
impose  provisions  to  minimize  impacts  on  surrounding  development.  So-called  "end  of  row"  bars  or  "tappies" 
have  caused  some  problems  in  neighborhoods,  as  well.  The  liquor  control  board  conducts  inspections  with  the 
authority  to  shut  down  establishments,  and  it  exercises  that  authority.  ^ 

Philadelphia  has  established  a  complaint  nuisance  task  force,  made  up  of  representatives  from  the  City,  state 
liquor  control  board,  the  city  district  attorney,  and  the  state  attorney  general,  with  additional  representation  from 
offices  of  state  representatives  and  senators.  The  task  force  has  authority  to  shut  down  establishments. 

Two  relatively  new  entertainment  districts  have  developed  in  the  city,  along  its  waterfronts:  the  Manayunk 
district  along  the  Shulykll  River,  and  a  second  district  along  the  Delaware  River.  The  Manayunk  district 
includes  a  former  industrial  area  with  a  commercial  strip  abutted  by  high-density,  older  residential  development 
predating  autos  and,  therefore,  without  off-street  parking.  Residential  development  consists  of  about  70  houses 
per  block  on  1 1  -foot-wide  lots.  With  1 8  feet  required  to  park  a  car,  there  is  an  existing  parking  shortfall,  even 
conservatively  assuming  one  car  per  household.  The  area  has  developed  into  a  magnet  for  restaurant  uses  in 
particular.  To  address  parking  issues  the  city  created  a  zoning  overlay  and  moratorium  on  new  restaurants.  The 
Main  Street  Manayunk  District  controls  include  parking  requirements  for  these  uses  including  provision  of 
parking  within  a  speci/ied  distance  from  the  establishment.  Dance  halls  are  prohibited;  existing  non  complying 
uses  may  remain. 

Development  along  the  Delaware  River,  another  former  industrial  area,  was  originally  located  farther  from 
residential  uses  than  the  Manayunk  district  although,  driven  by  market  forces,  the  district  has  expanded 
northward  reducing  the  existing  buffer  and  introducing  residential/entertainment  conflicts.  As  in  the  Manayunk 
district,  parking  controls  were  developed  based  on  number  of  seats  allowed  as  lawful  occupancy  under  the 
building  code.  Problems  arose  related  to  valet  parking,  with  valet  attendants  parking  cars  in  the  neighborhoods 
Regulations  now  require  the  applicant  to  produce  a  signed  parking  contract  specifying  location  of  parking  lot^ 
According  to  city  staff,  development  in  the  Delaware  River  district  has  stabilized  and  development  pressure  is' 
not  currently  evident. 
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?^an  Diego 

San  Diego,  like  the  other  jurisdictions  contacted,  has  experienced  problems  related  to  noise,  parking  and 
nuisance  associated  with  the  clubs.  Nuisance  and  crime  issues  include  drug  use  and  noise  primarily.  Proximity 
to  the  border  with  Mexico,  where  drugs  are  sold  legally,  results  in  drugs  walked  across  the  border  and  used  in 
San  Diego  clubs.  Enforcement  is  difficult,  especially  as  current  drugs  such  as  GHB  and  Rohipnyl  arc  clear, 
colorless  liquids  easily  transported  in  cosmetic  or  water  bottles.  Related  problems  include  overdoses,  assault 
including  sexual  assault,  and  fights.  Club  operators  have  joined  police  in  enforcement  efforts  including  use  of 
undercover  security  personnel. 

Noise  problems  result  from  patrons  smoking  outside  clubs  and  other  patron  activities.  Noise  is  experienced  as 
more  disturbing  at  night  when  background  noise  levels  (such  as  traffic,  including  busses  and  trucks)  drop, 
magnifying  even  normal  patron  and  club  noise. 

J  In  San  Diego,  Divisions  15  and  16  of  the  Police  Code  regulate,  respectively,  Cabarets  and  Dance  Halls  which 

!'  serve  alcohol  and  Commercial  Recreation  establishments  which  do  not  serve  alcohol.  The  city  is  in  the  process 
J  of  combining  the  two  divisions  into  a  single,  Entertainment  Ordinance.  Currently,  establishments  must  close  b\ 
1  2  a.m.,  or  obtain  an  after  hours  permit.  San  Diego  has  about  six  (6)  after  hours  entertainment  establishments, 
compared  with  about  48  in  San  Francisco  which  is  much  smaller  in  area,  and  generally  densely  built-out.  After 
hours  establishments  are  prohibited  within  300  feet  of  residential  development  in  San  Diego. 

a  "  •  « o 

San  Diego,  like  Philadelphia,  has  a  thriving  historic  entertainment  district,  the  Gaslamp  corridor.  The  district  is 
J  ""owntown,  in  a  formerly  blighted  area  that  has  been  redeveloped;  previously,  residential  use  in  the  area 
jnsisted  mainly  of  residential  hotels.  This  area  has  become  a  magnet  for  development  and  now  includes 

expensive  lofts  along  with  the  entertainment  uses.  While  young  residents  were  initially  attracted  to  the  area  by 
J  the  club  scene,  use  conflicts  subsequently  developed.  According  to  police  staff,  in  one  case  a  club  preceded 

residential  development,  residents  moved  in  and  complained,  and  the  city  revoked  the  club's  permit.  The  citj 

was  successfully  challenged  in  court  by  the  club. 

San  Diego  is  revising  its  regulations  such  that  a  club  permit  cannot  be  issued  without  resident  support.  At  the 
same  time,  club  owners  and  operators,  and  associated  groups  would  like  to  establish  a  defined  entertainment 
district  with  fewer  controls  on  late  night  eating  and  drinking  establishments. 


The 


CONCLUSION 


As  indicated  in  this  report,  cities  regulate  late  night  eating  and  drinking  and  entertainment  establishments  m 
various  ways,  and  with  varying  degrees  of  success.  In  most  cities,  the  most  intensive  uses  have  become 
concentrated  in  certain  areas,  by  market  forces  as  well  as  local  regulation.  The  problems  the  controls  address 
are  similar,  and  mainly  result  when  a  late  night  entertainment  enterprise  is  located  in  close  proximity  to 
residential  uses.  Problems  generally  are  related  to  parking,  noise,  litter,  and  nuisance,  or  crime  issues.  The 
relatively  new  trend  of  reuse  of  former  industrial  areas  as  mixed  use  residential  and  entertainment  centers  has 
I  brought  these  issues  newly  into  focus,  and  a  number  of  jurisdictions  are  reassessing  or  revising  their  controls 
and  policies,  as  a  result.  The  experiences  of  the  cities  described  above  provides  some  examples  that  may  be  of 
use  as  San  Francisco  continues  to  address  these  issues. 


) 
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ATTACHMENT  (San  Francisco  Planning  Code  Section  803. 5g)) 


g)Good  Neighbor  Policies  for  Nighttime  Entertainment  Activities  in  South  of 
Market  Districts.  Within  South  of  Market  Districts  where  nighttime  entertainment  activities, 
as  defined  by  Section  102.17  of  this  Code,  are  permitted  as  a  principal  or  conditional  use  shall 
not  be  allowed  except  on  conditions  which,  in  the  judgment  of  the  Zoning  Administrator  or  City 
Planning  Commission,  as  applicable,  are  reasonably  calculated  to  insure  that  the  quiet,  safety 
and  cleanliness  of  the  premises  and  vicinity  are  maintained.  Such  conditions  shall  include,  but 
not  be  limited  to,  the  following: 

(1)  Notices  shall  be  well-lit  and  prominently  displayed  at  all  entrances  to  and  exits 

from  the  establishment  urging  patrons  to  leave  the  establishment  and  neighborhood  in  a  quiet, 
peaceful,  and  orderly  fashion  and  to  please  not  litter  or  block  driveways  in  the  neighborhood; 
and 

(2)  Employees  of  the  establishment  shall  be  posted  at  ail  the  entrances  and  exits  to  the 
establishment  during  the  period  from  10:00  p.m.  to  such  time  past  closing  that  all  patrons  have 
left  the  premises.  These  employees  shall  insure  that  patrons  waiting  to  enter  the  establishment 
and  those  existing  in  the  premises  are  urged  to  respect  the  quiet  and  cleanliness  of  the 
neighborhood  as  they  walk  to  their  parked  vehicle  or  otherwise  leave  the  area;  and 

(3)  Employees  of  the  establishment  shall  walk  a  100-foot  radius  from  the  premises 

some  time  between  30  minutes  after  closing  time  and  8:00  a.m.  the  following  morning,  and  shall 
pick  up  and  dispose  of  any  discarded  beverage  containers  and  other  trash  left  by  area  nighttime 
entertainment  patrons;  and 

(4)  Sufficient  toilet  facilities  shall  be  made  accessible  to  patrons  within  the  premises, 

and  toilet  facilities  shall  be  made  accessible  to  prospective  patrons  who  may  be  lined  up  waiting 
to  enter  the  establishment;  and 

(5)  The  establishment  shall  provide  outside  lighting  in  a  manner  than  would  illuminate 
outside  street  and  sidewalk  areas  and  adjacent  parking,  as  appropriate;  and 

(6)  The  establishment  shall  provide  adequate  parking  for  patrons  free  of  charge  or  at 

a  rate  or  manner  that  would  encourage  use  of  parking  by  establishment  patrons.  Adequate 
signage  shall  be  well-lit  and  prominently  displayed  to  advertise  the  availability  and  location  of 
such  parking  resources  for  establishment  patrons;  and 

(7)  The  establishment  shall  provide  adequate  ventilation  within  the  structures  such  that 
doors  and/or  windows  are  not  left  open  for  such  purposes  resulting  in  noise  emission  from  the 
premises;  and 

(8)  Any  indoor  and/or  outdoor  activity  allowed  as  a  principal  or  conditional  use  and 

located  within  100  feet  of  a  residential  or  live/work  unit  shall,  dunng  the  period  from  10:00  p.m. 
to  6:00  a.m.,  insure  that  sound  levels  emanating  from  such  activities  do  not  exceed  the 
acceptable  noise  levels  established  for  residential  uses  by  the  San  Francisco  Noise  Ordinance; 
and 
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MEMORANDUM 


TO:  HONORABLE  BOARD  OF  SUPERVISORS 


DOCUMENTS  DEPT 


FROM:  CLARICE  DUMA,  Sr.  Legislative  Analyst 


AUG  2  5  2000 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


DATE:  February  18,  2000 


RE:  File  No.  00-0220:  Shelter  Availability  and  Services 


SUMMARY  OF  REQUEST 


A  motion  approved  by  the  Board  of  Supervisor  directs  the  Office  of  the  Legislative  Analyst  (OLA)  to 
evaluate  shelter  availability  for  individuals  with  limited  income,  including  an  evaluation  of  Single  Room 
Occupancy  (SRO)  hotels,  occupancy  rates  and  trends,  and  how  shelter  needs  fit  within  the  mosaic  of 
other  services. 


Homelessness  is  one  of  the  toughest  challenges  facing  the  City  and  County  of  San  Francisco  (the 
"City").  Since  it  has  been  difficult  to  determine  the  total  number  of  homeless  single  adults  in  San 
Francisco,  City  departments  have  been  relying  on  family  data  that  are  compiled  by  Connecting  Point,  a 
local  non-profit  agency,  indicating  that  between  1998  and  1999,  1,072  unduplicated  families  sought 
emergency  services.  Because  these  figures  do  not  provide  a  complete  count  of  homeless  people  in  San 
Francisco,  the  upcoming  Census  data  will  be  helpful  in  supplying  that  information. 

A  stream  of  public  and  private  funding  together  with  a  myriad  of  other  supportive  services  have  been 
provided  by  public  and  private  agencies  to  enable  the  City's  poor  and  homeless  people  rebuild  their 
lives.  The  Department  of  Human  Services  (DHS)  reports  that  in  Fiscal  Year  1998-1999,  the  City's 
overall  expenditures  for  homeless  services  totaled  approximately  $60  million.  These  expenditures 
included:  almost  $32  million  for  emergency/front-end  services,  such  as  eviction  prevention,  urgent  care, 
outreach,  drop-in  centers  and  shelters;  almost  $11  million  for  transitional  services,  including  services  for 
detoxification,  residential  treatment,  and  transitional  housing;  and  the  remaining  $16  million  which  was 
spent  on  long-term  stabilization  services,  such  as  outpatient  services,  housing  subsidies,  childcare. 
vocational/employment  programs,  and  other  related  services  linked  to  permanent  supportive  housing. 

A  broad  network  of  City  departments,  local  non-profit  agencies  and  church  groups  plays  a  role  in  service 
delivery  by  developing  affordable  housing  units,  and  by  providing  employment  and  training  serv  ices, 
substance  abuse  treatment,  mental  health  services,  and  other  emergency  services.  Many  of  these  agencies 
work  in  partnership  with  City  Departments,  such  as  DHS,  the  Department  of  Children,  Youth  and  their 
Families,  the  Redevelopment  Agency  (RDA),  the  Department  of  Public  Health  (DPH),  and  divisions  in 
the  Mayor's  Office,  including  Housing  (MOH),  Homelessness,  and  Community  Development  (MOCD). 


Single  Room  Occupancy  (SRO)  Hotels 

Commercial  Single  Room  Occupancy  hotels,  or  SROs,  were  originally  intended  to  provide  low-cost 
long-term  housing  for  single  adults,  and  intermittent  housing  for  non-residents  such  as  seamen.  The 
overwhelming  increase  in  the  numbers  of  homeless  people  in  the  last  20  years,  combined  with  the 
shortage  of  affordable  housing  since  the  1 960s,  has  made  SRO  hotels  an  important  housing  resource  for 
many  low-income  adults.  The  need  for  this  service  has  nevertheless,  come  with  a  price.  In  the  current 
housing  market,  average  monthly  room  rates  have  risen  to  $550  and  above.  However,  public  assistance, 
in  the  form  of  rental  subsidies,  helps  to  reduce  monthly  payments  for  eligible  recipients  by  almost  half. 


BACKGROUND 


SHELTER  AVAILABILITY 
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In  San  Francisco,  SRO  hotels  have  historically  been  concentrated  in  the  Tenderloin/Downtown  area, 
South  of  Market,  the  Mission/Market  area  and  the  North  Beach/Chinatown  area.  According  to  the  /  998 
Housing  Inventory  of  the  San  Francisco  Planning  Department,  the  total  number  of  residential  hotels  and 
rooms  is  as  follows: 


Residential  Hotel  Stock  (1994-1998) 


For-Profit  Residential  Hotels 

Non-Profit  Residential  Hotels 

Total  Residential  Hotels 

Year 

No.  of 
Buildings 

Residential 
Rooms 

No.  of 
Buildings 

Residential 
Rooms 

No.  of 
Buildings 

Residential 
Rooms 

1998 

522 

18,096 

43 

1,690 

565 

19,786 

1997 

515 

18,132 

43 

1,690 

558 

19,822 

1996 

501 

18,077 

43 

1,690 

544 

19,767 

1995 

496 

18,415 

36 

1,481 

532 

19,896 

1994 

496 

18,415 

36 

1,481 

532 

19,896 

Source:  1998  Housing  Inventory,  San  Francisco  Planning  Department 


(Statistics  compiled  by:  Department  of  Building  Inspection,  Housing  Inspection  Services  Division) 

These  figures  indicate  that  between  1994  and  1998,  the  total  number  of  residential  hotel  buildings 
increased  from  532  to  565  -  a  6  percent  increase.  During  the  same  period,  total  residential  rooms 
decreased  from  19,896  to  19,786  -a  reduction  of  0.5  percent.  However,  the  reduction  (of  1 .7  percent)  in 
the  number  of  residential  rooms  occurred  only  in  the  for-profit  residential  rooms.  Non-profit  residential 
rooms  actually  increased  from  1,481  to  1,690  -  a  gain  of  14  percent. 

Some  City  officials  and  homeless  advocates  report  that,  despite  a  boom  in  the  City's  real  estate  market, 
there  continues  to  be  an  insufficient  supply  of  SRO  hotels  for  poor  and  homeless  people.  They  maintain 
that  a  rash  of  fires,  demolitions,  and  conversions,  which  began  in  the  1970s,  and  the  1989  Loma  Prieta 
earthquake  contributed  toward  the  loss  of  the  SRO  housing  stock  serving  low  income  people. 

Based  on  reports  filed  by  the  San  Francisco  Fire  Department  (SFFD),  fires  alone  have  had  a  damaging 
effect  on  the  SRO  hotel  stock.  SFFD  staff  report  that  from  1994  to  1999,  their  department  responded  to 
62  fire-related  incidents  that  occurred  in  42  local  hotels.  They  add  that  hotel  fires  led  to  the  closure  and 
abandonment  of  some  hotels  and  the  displacement  of  many  poor  and  homeless  people.  Additionally. 
City  officials  state  that  many  hotel  rooms,  which  were  earmarked  for  the  poor  through  the  City's 
Memorandum  of  Understanding  (MOU)  program  (described  below)  with  hotel  operators,  have  been  lost 
because  some  operators  believed  the  City's  reimbursement  rate  for  the  rooms  was  not  competitive  with 
current  market  rates. 

Occupancy  Rates 

The  loss  of  the  SRO  housing  stock  serving  the  very  poor,  as  noted  above,  has  increased  the  competition 
for  limited  rental  units.  Advocates  for  the  homeless  estimate  current  occupancy  rates  above  90  percent. 
This  Office  of  the  Legislative  Analyst  (OLA)  was  however,  not  able  to  confirm  this  figure.  Nonetheless, 
given  the  reduction  in  the  privately-held  hotel  stock  and  the  increase  in  the  number  of  poor  and  homeless 
people  who  need  housing  services,  the  OLA  expects  that  occupancy  rates  in  SRO  hotels  will  be 
significantly  high.  Our  office  also  expects  that  Census  2000  data,  due  next  year,  will  be  helpful  in 
providing  this  information.  In  addition,  since  DBI  already  gathers  and  reports  data  on  SRO  guest  and 
tourist  hotels,  the  City  could  urge  this  Department  to  begin  compiling  and  reporting  occupancy  rates  for 
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hotels  that  serve  poor  and  homeless  individuals. 
Trends 

Changes  in  welfare  laws  -  calling  for  reductions  in  federal  welfare  rolls,  rising  housing  costs  in  San 
Francisco,  a  diminishing  housing  supply  -  particularly  for  households  at  20%  or  below  the  median 
income  level,  and  personal  challenges  with  substance  abuse  and  mental  illness  are  contributory  factors  to 
the  City's  problem  with  homelessness.  Following  are  some  of  the  trends  in  the  last  20  years: 

•  Decline  in  for-profit  housing  supply  -  For-profit  hotel  operators  have  historically  provided  a  bulk 
of  the  SRO  housing  supply.  As  demonstrated  in  the  previous  table,  even  though  there  was  an 
increase  in  the  number  of  non-profit  operated  residential  rooms  during  the  1994-1998  period,  the 
number  of  for-profit  residential  rooms  declined  by  a  1.7  percent.  Much  of  the  decrease  (in  the 
for-profit  rooms)  occurred  between  1995  and  1996  when  a  total  of  338  residential  rooms  were 
lost.  We  are  not  able  to  determine  from  these  figures  the  total  number  of  rooms  that  were  lost  to 
single  poor  or  homeless  adults. 

•  Slow  pace  of  new  affordable  housing  production  -  According  to  the  Planning  Department's  1998 
Housing  Inventory,  there  has  been  a  decline  in  the  number  of  affordable  housing  units  constructed 
between  1994  and  1998.  In  1994,  there  was  a  total  of  776  newly  constructed  units  for  very  low  -, 
low-  and  moderate-income  people.  By  1998,  234  affordable  housing  units  were  produced  for 
people  in  these  income  groups.  These  figures  should  however  be  regarded  with  caution  because  1 ) 
they  represent  a  portion  of  housing  production  in  the  City  and  2)  there  are  many  factors  that  affect 
affordable  housing  production. 

•  Increasing  housing  costs  -  A  trend  noted  by  the  Coalition  on  Homeless  is  the  continuing  increase 
in  rents  for  SRO  rooms.  The  Coalition  notes  that  in  the  1980s,  average  rents  increased  166 
percent.  Housing  activists  note  that  the  "hot"  real  estate  market  of  the  1 990s  has  triggered  further 
increases  and  caused  average  rents  to  almost  double.  Current  monthly  rates,  as  noted  above,  are 
$550  or  above,  per  room. 

ISSUE  ANALYSIS  -  Shelter  and  Related  Services 

SRO  Hotels  as  a  Housing  Option 

Homelessness  remains  the  foremost  concern  for  most  people  in  San  Francisco.  Rising  housing  costs, 
mental  illness,  substance  abuse,  and  cuts  in  federal  welfare  programs  are  some  of  the  contributory 
factors  which  have  exacerbated  this  problem.  As  the  supply  of  affordable  housing  dwindles,  SRO  hotels 
have  become  a  viable  housing  option  for  many  poor  and  homeless  people,  despite  lingering  concerns 
and  criticism  about  management  practices  and  sub-standard  health  and  safety  conditions  in  these 
properties.  The  City,  for  its  part,  has  become  involved  with  SRO  hotels  through  its  Memorandum  of 
Understanding  (MOU)  program  and  through  the  Master  Lease  program,  which  are  described  below. 

Memorandum  of  Understanding  (MOU)  Program 

Pressed  with  the  challenge  to  house  San  Francisco's  poorest  residents,  the  City  became  involved  with  25 
local  SRO  hotels  in  1993  through  the  Memorandum  of  Understanding  (MOU)  program.  According  to 
DHS,  MOUs  held  with  private  owners  were  intended  to  allow  City  departments,  such  as  DBI.  SFFD. 
and  DPH  to  conduct  regular  inspections  of  certified  residential  and  tourist  hotels  to  ensure  compliance 
with  health,  safety  and  fire  regulations. 

Over  the  years,  the  number  of  hotels  participating  in  the  MOU  program  has  diminished.  DHS  attributes 
the  decline  in  participation  to  the  "hot"  real  estate  market  in  San  Francisco,  increases  in  citywide  rent 
levels,  and  the  devastating  effect  of  hotel  fires.  Among  hotel  operators,  there  has  also  been  the 
perception  that  the  City's  MOU  requirements  were  "onerous."  Currently,  there  is  only  one  remaining 
hotel  that  participates  in  the  MOU  program  with  DHS  and  those  rooms  are  used  mainly  for  hospital 
discharges  and  for  General  Assistance  (GA)  recipients  who  have  health  problems.  Whereas  DHS  had 
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previously  been  able  to  obtain  between  300  to  400  rooms  on  a  monthly  basis  for  these  groups,  the  supply 
has  been  reduced  to  about  20  rooms  per  month.  DHS  also  indicates  that  there  are  5  other  privately 
owned  SRO  hotels  which  are  covered  under  the  City's  MOU  and  participate  in  the  City's  Modified 
Payments  Program  which  is  administered  by  the  Tenderloin  Housing  Clinic  (THC),  a  non-profit 
organization. 

Many  non-profit  housing  providers  and  activists  for  the  poor  have  urged  the  City  to  seek  further 
involvement  with  hotel  operators  in  order  to  increase  the  housing  supply  for  clients  and  to  ensure 
compliance  by  owners  in  raising  service  standards.  As  DHS  has  indicated,  the  MOU  program  does 
enable  the  City  to  conduct  health  and  safety  inspections  as  well  as  to  make  client  referrals.  However, 
since  this  program  does  not  require  owners  to  guarantee  the  availability  of  rooms  based  on  those 
referrals,  its  effectiveness  has  been  limited. 

Master  Lease  Program 

Unlike  the  MOU  program,  the  Master  Lease  program  allows  the  City  to  establish  10-year  contractual 
relationships  with  SRO  hotel  operators,  thus  enabling  the  City  to  capture  an  entire  building  or  a  portion 
of  a  building  in  order  to  house  poor  or  homeless  individuals.  Through  the  Master  Lease,  the  hotel 
operator  is  paid  a  flat  rate  regardless  of  occupancy  levels,  and  the  responsibility  for  maintenance 
(currently,  maintenance  costs  over  $5,000  are  assumed  by  the  hotel  owner),  property  management,  and 
the  selection  of  clients  rests  with  non-profit  intermediaries  who  hold  contracts  with  the  City.  The  Master 
Lease  also  enable  the  City  to  preserve  the  affordability  of  units  by  providing  subsidies  that  depress  costs 
for  room  rates  for  very  low  income  and  homeless  individuals.  Additionally,  service  delivery  is 
strengthened  by  combining  the  Master  Lease  program  with  a  "Continuum  of  Care"  Plan  which  enables 
the  City,  through  non-profit  service  providers,  to  provide  additional  supportive  services  such  as 
substance  abuse  treatment,  enrollment  in  an  employment  plan,  case  management  and  money 
management  services. 

•  DHS  Master  Leases  -  DHS  began  "master  leasing"  three  hotels  totaling  563  units  in  1999.  The 
City  holds  a  contract  with  the  Tenderloin  Housing  Clinic  (THC),  a  non-profit  intermediary,  at  an 
annual  cost  of  $1.6  million.  The  target  population  for  these  units  comprises  homeless  single  adults 
who  are  either  in  an  employment  or  case  management  plan  and  those  who  have  been  referred  out 
of  the  emergency  shelter  system,  or  through  DHS's  Personal  Assisted  Employment  Services 
(PAES)  program.  The  $1.6  million  expenditure  includes  costs  for  property  management  of  the 
buildings,  on-site  support  services,  and  a  partial  subsidy.  DHS  is  currently  in  discussions  with 
other  operators,  and  hopes  to  add  300  to  400  units  under  this  program  over  the  next  two  years. 

•  DPH  Master  Leases  -  DPH's  Master  Lease  program  began  in  1998  with  the  Pacific  Bay  Inn  (PBI ). 
and  was  followed  by  the  Windsor  Hotel  in  1999.  Combined,  these  hotels  provide  approximately 
170  units  and  are  funded  through  various  sources,  including  City  dollars  -  budgeted  at  $1 .4 
million,  a  $625,000  Hilton  Foundation  grant,  and  from  tenant  payments.  Unlike  DHS's  Master 
Leases,  DPH's  program  is  directed  at  the  indigent  population  that  requires  emergency  medical 
care,  as  follows: 

o  The  lease  on  the  76-unit  Pacific  Bay  Inn,  operated  by  Episcopal  Community  Serv  ices  (ECS) 
since  1998,  also  enables  the  provision  of  on-site  supportive  services.  These  include  property 
management  and  round-the-clock  maintenance  provided  by  a  sub-contractor  property 
management  firm  retained  by  ECS. 

o  The  Windsor  Hotel,  acquired  in  1 999,  is  a  lease  of  94-units  by  DPH  without  the 
involvement  of  a  non-profit  intermediary.  DPH  has  however,  hired  Health  Department 
employees  through  Civil  Service  to  provide  medical  services  as  well  as  case  workers  from  a 
local  non-profit  agency.  DPH  believes  that  services  provided  through  this  lease  have 
resulted  in  significant  cost  savings,  including  those  resulting  from  using  hospital  beds. 

•  Non-profit  Master  Leases  -  Some  local  non-profit  providers  also  participate  in  Master  Leases  with 
local  SRO  hotels.  For  example,  Connecting  Point,  an  intake  agency  for  all  local  family  emergency 
shelters,  has  modified  its  Hotel  Voucher  Program  thus  enabling  this  agency  to  "master  lease"  a 
total  of  20  residential  rooms  every  month  from  the  Franciscan  Motel.  Rooms  are  however, 
available  only  for  homeless  families  who  are  in  immediate  need  of  emergency  shelter. 
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Because  DPH  and  DHS  have  recently  begun  participating  in  the  Master  Lease  program,  it  will  be 
difficult  to  fully  evaluate  the  success  of  these  programs.  To  date,  324  formerly  homeless  adults  have 
moved  into  the  THC  master-leased  hotels  and  have  stabilized  in  housing.  These  are  individuals  who 
were  formerly  on  the  streets  or  in  the  emergency  shelter  system.  Nevertheless,  the  comprehensive 
approach  engendered  in  the  Master  Lease  program,  unlike  the  MOU  program,  is  likely  to  provide  more 
benefits  to  clients.  Additionally,  Master  Leases  provide  Departments  control  over  the  tenant  roll, 
guarantee  the  affordability  of  units  for  the  length  of  the  contract,  enable  the  City  -  through  non-profit 
intermediaries,  to  improve  safety  and  health  standards,  and  provide  clients  with  a  "continuum"  of 
services  needed  to  achieve  self  sufficiency.  However,  since  the  direct  responsibility  for  the  management 
and  operation  of  units  rests  largely  with  an  intermediary  and  not  with  City,  the  City  must  ensure 
compliance  by  contractors,  in  terms  of  performance  and  accountability  standards,  in  order  to  guarantee 
the  effective  delivery  of  services. 

Addressing  health  and  safety  issues 

Substandard  health  and  safety  conditions  that  exist  in  some  commercial  SROs  have  been  of  major 
concern  for  the  City  and  many  non-profit  providers.  The  City  has  attempted  to  address  these  issues 
through  annual  inspections  that  are  conducted  by  agencies  such  as  DBI,  DPH,  and  SFFD.  However,  it 
has  become  apparent  that  without  the  full  cooperation  and  participation  of  operators,  routine  inspections 
alone  will  not  adequately  address  all  problems  associated  with  SRO  hotels.  Low  participation  rates  by 
hotel  owners  in  the  MOU  and  Master  Lease  programs  also  pose  a  challenge  for  the  City  in  terms  of 
requiring  the  City  to  re-establish  partnerships  with  operators.  Beginning  an  on-going  dialogue  with  hotel 
operators  could  help  shed  light  on  reasons  behind  their  low  participation  levels,  as  well  as  regenerate 
their  interest  in  the  City's  residential  hotel  programs.  DHS  staff  have  also  indicated  that  they  do  not  view 
the  MOU  as  an  obstacle  for  hotels  participating  in  the  Master  Lease  program.  Instead,  they  believe  the 
challenge  lies  in  determining  the  level  of  investment  the  City  will  make  from  the  General  Fund  to 
expand  the  Master  Lease  program. 

Linking  housing  to  supportive  services 

Staff  from  City  departments  such  as  the  Mayor's  Office  of  Homelessness,  DHS,  DPH,  together  with  staff 
from  non-profit  programs  such  as  Connecting  Point,  Richmond  Hills  Family  Center,  and  Raphael  House 
indicate  that  a  comprehensive  service  package  helps  individuals  make  a  transition  from  homelessness  to 
self  sufficiency.  As  discussed  earlier,  City  Departments  have  been  collaborating  with  local  non-profit 
intermediaries  to  ensure  service  delivery  in  three  areas:  emergency/front-end  services;  transitional 
services;  and  long  term  stabilization  services.  According  to  a  report  issued  by  DHS,  expenditures  for 
homeless  services,  have  increased  -  from  a  total  of  $38,000,000  in  FY  1993-94  to  almost  $60  million  in 
FY  1998-99,  as  illustrated  below: 


City  Expenditures  in  Homeless  Services 


FY  1993-94  Expenditures 

FY  1998-99  Expenditures 

Services 

Expenditures  in  $ 

Expenditures  in 

% 

Expenditures  in  S 

Expenditures  in 

% 

Emergency/Front-End 
Services 

29,316,706 

77% 

31,509,735 

53% 

Transitional  Services 

5,711,047 

15% 

10,614,922 

18% 

Long  Term  Stabilization 
Services 

3,045,892 

8% 

17,078,756 

29% 

TOTAL  EXPENDITURES 

38,073,645 

100% 

59,203,413 

100% 
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Source:  Department  of  Human  Services,  San  Francisco 

These  figures  indicate  that  not  only  are  City  dollars  utilized  to  provide  comprehensive  services,  but  that 
a  majority  of  the  expenditures  -about  53  percent,  are  in  the  provision  of  front-end  emergency  services, 
with  remaining  dollars  allocated  to  transitional  and  long-term  stabilization  services.  While  spending  tor 
transitional  services  has  been  somewhat  stable  (under  20  percent),  in  FY  98-99,  there  was  a  dramatic 
increase  in  spending  for  long-term  stabilization  services  -  from  8  percent  in  FY  93-94  to  29  percent  in 
FY  98-99.  The  shift  in  spending  priorities  is  welcomed  by  many  non-profit  providers,  such  as  staff  at  the 
Richmond  Hills  Family  Center,  who  believe  that  additional  resources  must  be  invested  on  the  back-end 
(for  long-term  stabilization  services)  in  order  to  relieve  the  front-end  backlog  (in  emergency  services) 
that  occurs  when  providers  are  unable  to  refer  their  clients  either  for  transitional  or  long-term  services. 

As  the  City  continues  to  address  the  growing  needs  in  the  homeless  population,  budget  priorities  should 
continually  be  reassessed  to  determine  if  they  are  representative  of  current  environmental  conditions. 
Departments  will  also  be  challenged  to  work  collaboratively  to  discover  strategies  for  maximizing  use  of 
existing  resources.  City  officials  and  non-profit  providers  such  as  Raphael  House  also  note  that,  given 
that  a  substantial  portion  of  the  City's  homeless  people  -  about  42  percent  of  families  who  sought 
emergency  shelter  in  San  Francisco,  according  to  Connecting  Point's  family  data  -  migrate  from  counties 
outside  San  Francisco,  regional  collaborations  will  therefore,  be  necessary  to  promote  the  sharing  of 
ideas  and  resources. 

Conclusions 

This  report  does  not  attempt  to  address  all  the  complex  issues  that  affect  homelessness.  An  evaluation  of 
services  for  the  homeless  must  include  study  of  the  impact  of  substance  use  and  mental  illness  on  the 
ability  of  very  poor  households  to  avoid  homelessness,  the  effects  of  poverty,  the  mis-match  of 
employment  skills  with  the  market,  and  other  issues  such  as  sub-standard  housing  and  domestic 
violence.  Readers  should  however,  note  that  the  substance  abuse  issue  has  been  addressed  in  a  separate 
but  related  report  (File  No.  99-2098)  that  was  prepared  by  this  Office  of  the  Legislative  Analyst  (OLA ). 

Additionally,  future  evaluations  of  the  homelessness  issue,  including  funding  and  resource 
considerations,  must  depend  on  use  of  reliable  data  and  data  gathering  methods.  Many  City  officials  and 
non-profit  providers  have  indicated  that  the  lack  of  reliable  data  hampers  efforts  to  effectively  address 
the  issue  of  homelessness,  including  the  ability  to  evaluate  resource  allocation.  The  Census  2000  data, 
which  will  be  available  in  2001,  and  the  Census  Bureau's  American  Housing  Survey  data  can  be  a  useful 
resource  for  estimating  the  number  of  homeless  people  in  the  City,  identifying  types  of  services,  and 
providing  statistical  data  on  the  number  of  SRO  hotels  that  serve  homeless  and  at-risk  people.  Therefore, 
the  City  should  work  closely  with  staff  at  the  U.S.  Census  Bureau  to  ensure  that  Census  data  account  for 
this  information. 

City  officials  and  non-profit  groups  have  also  indicated  that  DBI  can  also  be  instrumental  in  compiling 
occupancy  data  on  local  SROs  hotels.  The  City  could  further  urge  DBI  to  develop  a  database  that 
regularly  reports  activity  on  SRO  hotels,  especially  occupancy  rates,  tenant  make-up,  and  the  physical 
condition  of  hotels  occupied  by  homeless  people.  DBI  has  already  indicated  that,  if  directed  by  the 
Board  of  Supervisors,  departmental  staff  could  begin  collecting  these  data. 

In  conclusion,  there  are  various  stakeholders  who  are  involved  at  all  levels  of  the  homelessness  issue. 
They  include  homeless  people  and  those  at  risk  of  homelessness,  service  providers,  policymakers  and 
government  officials  at  all  levels,  and  private  property  owners  such  as  SRO  hotel  operators.  It  w  ill 
therefore  be  imperative  that  efforts  aimed  at  addressing  the  problem  of  homelessness  include  an 
on-going  dialogue  and  a  plan  for  collaboration  among  all  the  primary  stakeholders. 
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TO:  HONORABLE  BOARD  OF  SUPERVISORS 
FROM:  CLARICE  DUMA,  Sr.  Legislative  Analyst 

PAULA  VLAMINGS,  Legislative  Analyst 
DATE:  February  18,2000 

RE:  File  #  000220  -  Shelter  Availability  and  Substance  Abuse  Services 


SUMMARY  OF  REQUESTED  ACTION 

The  Honorable  Board  of  Supervisors  has  called  a  hearing  to  consider  the  availability  of  shelter  and 
substance  abuse  services  for  low-income  and  homeless  individuals  in  San  Francisco.  The  Board  has  also 
requested  the  Office  of  the  Legislative  Analyst  (OLA)  to  evaluate  the  availability  of  shelter  in  Single 
Room  Occupancy  (SRO)  hotels.  Additionally,  the  OLA  must  evaluate  the  availability  of  substance  abuse 
services,  gather  data  on  best  practices  in  other  counties  and  San  Francisco's  sources  of  money  for 
substance  abuse  services. 

SHELTER  AVAILABILITY 

In  San  Francisco,  SRO  hotels  have  historically  been  concentrated  in  the  Tenderloin/Downtown  area. 
South  of  Market,  the  Mission/Market  area  and  the  North  Beach/Chinatown  area.  Commercial  Single 
Room  Occupancy  hotels,  or  SROs,  were  originally  intended  to  provide  low-cost  long-term  housing  for 
single  adults,  and  intermittent  housing  for  non-residents  such  as  seamen.  The  overwhelming  increase  in 
the  numbers  of  homeless  people  in  the  last  20  years,  combined  with  the  shortage  of  affordable  housing 
since  the  1960s,  has  made  SRO  hotels  an  important  housing  option  for  many  low-income  adults.  The 
need  for  this  service  has  nevertheless,  come  with  a  price.  In  the  current  housing  market,  average  monthly 
room  rates  have  risen  to  $550  and  above.  However,  public  assistance,  in  the  form  of  rental  subsidies, 
have  helped  to  reduce  monthly  payments  for  eligible  recipients  by  almost  half.  A  diminishing  supply  of 
the  SRO  hotel  stock  serving  low-income  single  adults  and  hikes  in  room  rates  have  also  led  the  City  to 
seek  collaborations  with  local  hotel  operators  and  non-profit  organizations  to  ensure  the  availability  and 
affordability  of  rooms  for  low-income  and  homeless  single  adults. 

SUBSTANCE  ABUSE  SERVICES 

In  November  of  1996,  the  Board  of  Supervisors  passed  the  Treatment  on  Demand  Initiative  and  resolved 
to  provide  treatment  to  all  active  drug  users  upon  request  by  essentially  expanding  treatment  capacity. 
There  are  currently  13,700  slots  for  substance  abuse  treatment  services.  There  are  additional  outpatient 
treatment  services  not  included  in  that  number,  as  well  as  a  host  of  prevention  and  other  serv  ices.  The 
Community  on  Substance  Abuse  Services  (CSAS),  under  the  Department  of  Public  Health,  is  the 
administrator  of  all  Treatment  on  Demand  funding  and  planning. 
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MEMORANDUM 


TO:  HONORABLE  BOARD  OF  SUPERVISORS 

FROM:  PAULA  VLAMINGS,  Legislative  Analyst 

DATE:  February  25,  2000 

RE:  Substance  Abuse  Services;  File  #  992098 

SUMMARY  OF  REQUESTED  ACTION 

The  Honorable  Board  of  Supervisors  has  requested  that  the  Office  of  Legislative  Analyst  evaluate  the 
availability  and  quality  of  substance  abuse  services,  including  quantifying  the  waiting  list  by  type  of 
modality.  Additionally,  the  Board  has  requested  our  office  to  look  at  best  practices  from  other  counties 
and  examine  the  City  and  County's  sources  of  money  for  substance  abuse  services. 

EXECUTIVE  SUMMARY 

In  November  of  1996,  the  Board  of  Supervisors  passed  the  Treatment  on  Demand  Initiative  and  resolved 
to  provide  treatment  to  all  active  drug  users  upon  request  by  essentially  expanding  treatment  capacity. 
There  are  currently  13,700  slots  for  substance  abuse  treatment  services.  There  are  additional  outpatient 
treatment  services  not  included  in  that  number,  as  well  as  a  host  of  prevention  and  other  services.  The 
Community  on  Substance  Abuse  Services  (CSAS),  under  the  Department  of  Public  Health,  is  the 
administrator  of  all  Treatment  on  Demand  funding  and  planning. 

The  data  needed  to  evaluate  the  availability  of  substance  abuse  services,  specifically  identifying  waiting 
lists  by  type  of  modality,  is  difficult  for  two  reasons.  One  problem  is  the  inconsistency  of  the  collecting 
and  reporting  of  the  data  by  the  treatment  programs,  which  can  lead  to  inaccurate  conclusions  based  on 
waiting  list  data.  Currently,  a  separate  assessment  of  methadone  waiting  lists,  conducted  by  CSAS.  lias 
been  completed  for  treatment  programs  and  that  data  is  summarized  in  this  report.  Information  for 
residential  treatment  program  waiting  lists  is  currently  being  collected.  The  above  problems,  as  well  as 
others  detailed  below,  suggest  that  better  measures  other  than  waiting  lists  may  exist  for  evaluating  the 
availability  of  substance  abuse  services. 

The  ability  to  evaluate  the  quality  of  substance  abuse  services  is  also  a  difficult  task.  There  is  no 
program  evaluation  that  has  been  completed  to  evaluate  the  quality  of  the  substance  abuse  services  in 
San  Francisco.  The  CSAS  does  monitor  the  contracts  for  compliance  as  well  as  consumer  response  and 
satisfaction.  Additionally,  in  1999  the  University  of  California  at  San  Francisco  (UCSF)  in  a 
collaborative  research  effort  with  CSAS,  completed  an  initial  evaluation  of  the  Treatment  on  Demand 
Initiative.  The  evaluation  plan  was  designed  to  assess  the  Treatment  on  Demand  Initiative  in  three  areas: 
access  to  treatment,  process  evaluation,  and  capacity  analysis.  The  UCSF  Report  described  the  progress 
of  the  Treatment  on  Demand  evaluation  as  of  December  31,  1999,  and  its  findings  are  detailed  in  this 
report. 

The  total  budget  for  CSAS  for  fiscal  year  1999-2000  is  expected  to  be  approximately  $48  million,  and 
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the  UCSF  Report  examined  the  flow  of  Treatment  on  Demand  dollars  from  their  revenue  sources 
(federal,  state  and  local)  into  treatment  slots  and  enhancements.  They  collected  budget,  contractual  and 
planning  documents  from  the  CSAS  and  were  able  to  provide  information  as  to  how  the  influx  in  money 
for  Treatment  on  Demand  has  affected  the  entire  treatment  system.  While  they  were  unable  to  prov  ide  a 
direct  link  from  persons  treated  to  growth  in  funding  due  to  data  constraints,  an  analysis  of  the  data  in 
phases  did  show  a  decrease  in  some  programs'  waiting  lists  that  received  Treatment  on  Demand 
Funding. 

The  staff  at  CSAS  were  aware  of  only  one  other  city,  Baltimore,  Maryland,  with  a  Treatment  on 
Demand  policy.  CSAS  staff  did  not  believe  that  this  program  would  yield  best  practices  for  Treatment 
on  Demand  policies  in  San  Francisco.  However,  the  Substance  Abuse  and  Mental  Health  Services 
Agency  (SAMHSA)  is  a  federal  agency  which  manages  information  for  local  governments  on  best 
practices  nationwide.  This  report  summarizes  best  practices  collected  by  SAMHSA  with  regard  to 
substance  abuse  services. 

ANALYSIS 

Availability  of  Substance  Abuse  Services 

Access  Evaluation  and  Waiting  Lists  Generally: 

The  access  evaluation  of  the  UCSF  Report  attempted  to  review  changes  in  access  to  treatment  through 
an  analysis  of  the  available  waiting  list  data.  Several  factors  exist  with  regard  to  waiting  list  data  w  hich 
make  it  a  less  than  accurate  measure  of  the  Treatment  on  Demand  Initiative.  One  factor  is  the  problem 
with  data  reporting.  Substance  abuse  treatment  providers  report  the  number  of  persons  awaiting 
treatment  in  their  agency  on  a  monthly  basis  through  the  federal  Drug  and  Alcohol  Treatment  Access 
Reporting  (DATAR)  system.  The  Treatment  on  Demand  Evaluation  Report  done  by  UCSF,  found  that 
the  DATAR  data  did  not  suggest  an  overall  decrease  in  the  number  of  persons  awaiting  treatment. 
However,  not  all  of  the  programs  reported  consistently  and  not  all  of  the  programs  received  Treatment 
on  Demand  funding.  Therefore,  the  UC  Report  looked  at  the  data  in  phases,  and  found  only  14  of  the  47 
treatment  programs  had  received  Treatment  on  Demand  funding  and  had  reported  DATAR  information 
consistently  (90%  of  the  time).  Moreover,  those  14  programs  did  experience  a  decrease  in  waiting  lists. 
So  while  the  data  is  not  an  accurate  measure  system-wide,  it  is  the  only  waiting  list  data  available 
throughout  the  course  of  the  Treatment  on  Demand  Initiative,  and  is  worth  examining  at  the  program 
level. 

Another  factor  with  regard  to  the  waiting  list  data,  is  the  fact  that  different  treatment  programs  have 
different  rules  and  policies  with  regard  to  the  collection  of  data.  Some  programs  may  remove  a  name 
after  one  month,  while  other  programs  will  keep  a  name  on  a  list  until  that  person  receives  a  slot.  Some 
programs  require  a  person  to  call  back  over  and  over  in  order  to  get  their  name  on  a  waiting  list,  while 
other  programs  may  maintain  a  continuous  list  of  names  as  soon  as  the  request  is  made.  Additional  ly.  a 
person  may  put  their  name  on  several  lists  and  not  remove  it  once  they  receive  a  slot.  Therefore,  a  name 
could  be  on  the  waiting  list  even  though  that  person  is  not  waiting  for  treatment.  This  could  result  in  an 
overestimate  of  the  number  of  people  waiting  for  treatment. 

Another  important  factor  to  consider  with  regard  to  substance  abuse  waiting  lists  is  the  "pent-up 
demand"  factor.  When  a  system  is  known  to  have  a  waiting  list,  many  potential  patients  may  not  bother 
to  apply  for  treatment.  Staff  at  CSAS  have  indicated  that  even  if  all  the  necessary  funding  were  provided 
for  treatment,  increased  availability  may  encourage  individuals  to  apply  for  treatment  who  had  not 
attempted  access  during  periods  of  lengthy  waiting  lists.  In  other  words,  if  all  the  people  on  the  waiting 
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list  were  treated,  an  additional  population  would  likely  take  their  place. 
Waiting  List  Data: 

Current  and  accurate  waiting  list  data  is  available  for  the  seven  methadone  treatment  programs  in  San 
Francisco,  including  two  programs  which  do  not  receive  CSAS  funds:  the  VA  Hospital  and  Fort  1  [elp. 
This  is  because  staff  at  CSAS  conducted  a  methadone  clinic  telephone  survey  in  November  of  1 998  and 
1999,  and  determined  the  patient  capacity,  funding  sources  and  waiting  list  information  for  all  seven 
clinics.  Generally,  there  is  no  waiting  list  for  those  persons  who  are  able  to  self  pay.  The  results  of  that 
survey  are  attached  as  Attachment  A.  It  should  be  noted  on  the  attached  chart  that  CSAS  matches  50% 
of  MediCal  funds,  so  CSAS  dollars  are  included  when  MediCal  is  listed  as  the  funding  source.  As  of 
November  1999,  2,627  patients  were  enrolled  in  methadone  maintenence  or  detox  treatment,  an  increase 
of  222  patients  from  November  1998. 

CSAS  is  in  the  process  of  conducting  a  similar  survey  to  collect  the  same  data  on  other  modalities,  such 
as  residential  treatment  programs.  That  information  will  be  supplemented  to  this  report  when  it  becomes 
available. 

Quality  of  Substance  Abuse  Services 

While  no  specific  program  evaluation  has  been  done  to  evaluate  the  quality  of  substance  abuse  services 
system-wide  in  San  Francisco,  the  UCSF  Report  does  provide  an  analysis  of  the  process  and  capacity  of 
the  Treatment  on  Demand  Initiative. 

Process  Evaluation: 

The  UCSF  Report's  process  evaluation,  which  relied  on  information  from  the  community  and  public 
documents,  highlighted  the  complexity  of  implementing  Treatment  on  Demand  in  San  Francisco.  The 
report  identified  the  Planning  Council  and  explained  its  charge  as  one  of  expanding  treatment  and 
creating  a  continuum  of  services  to  address  the  needs  identified  with  the  diverse  communities  of  San 
Francisco.  The  Planning  Council  found  itself  grappling  with  issues  of  increasing  capacity  and  in 
redefining  what  kind  of  services  are  culturally  appropriate.  Additionally,  the  report  also  identified  the 
goal  of  providing  service  enhancements  and  prioritizing  service  needs  on  an  annual  basis,  so  that  area  of 
greatest  need  could  be  met  as  soon  as  possible.  The  process  evaluation  suggested  support  of  city 
governments,  working  in  concert  with  DPH,  to  overcome  some  of  the  difficulties  in  opening  new 
programs. 

Capacity  Evaluation  and  Funding  Sources: 

The  main  objective  of  the  UCSF  Report's  capacity  evaluation  was  to  produce  an  independent  assessment 
of  Treatment  On  Demand  funding  and  how  the  funds  translate  into  treatment  capacity.  This  simple 
objective  involves  complex  considerations  and  the  UCSF  Report  looked  at  the  flow  of  Treatment  on 
Demand  dollars  in  relation  to  treatment  slots  and  enhancements.  The  capacity  evaluation  determined  that 
local  funding  allocations  increased  by  42  percent,  from  $32  million  to  $45.2  million  with  the  initiation 
of  Treatment  on  Demand.  A  separate  analysis  of  billing  data  for  the  CSAS  direct  services  system 
showed  that  the  number  of  persons  entering  the  system  in  any  single  year  increased  by  1 0  percent,  and 
the  number  of  admissions  in  any  single  year  increased  by  19  percent  (See  Attachment  B).  The  allocation 
and  service  data  estimates  can  not  be  directly  related,  as  the  first  reflects  total  budget  projections,  while 
the  second  provides  information  on  only  a  portion  of  the  total  population  served  by  CSAS  contractors. 
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In  addition,  there  are  several  other  reasons  why  the  number  of  persons  receiving  treatment  does  not 
correlate  with  the  amount  of  Treatment  on  Demand  dollars  allocated.  One  reason  is  that  increased  funds 
may  result  in  increased  service  intensity,  and  the  development  of  treatment  enhancements. 
Enhancements  and  intensification  of  services  may  consume  resources  while  not  increasing  capacit)  . 
Additionally,  there  is  a  lag  time  between  the  time  the  funds  are  allocated  and  the  time  they  can  be 
translated  into  slots  or  services.  And  in  cases  where  the  outcome  of  funds  allocated  was  the  creation  of 
new  programs,  implementation  problems  delayed  new  slots  from  being  readily  available.  Also,  while  the 
CSAS  budget  reflects  treatment  as  well  as  prevention  funding,  the  CSAS  billing  and  information  system 
reflects  treatment  services  only.  Therefore,  the  percentage  growth  in  number  of  persons  treated  and 
number  of  admissions  provided  do  not  reflect  total  services  funded  by  CSAS. 

According  to  CSAS  staff  there  have  been  200  new  residential  treatment  slots  created.  And,  according  to 
the  UCSF  Report,  each  year  the  overall  number  of  admissions  and  the  admissions  of  women  and 
homeless  persons  has  steadily  increased.  This  is  significant  because  this  population  is  typically  more 
expensive  to  treat,  and  it  reflects  the  changing  population  substance  abuse  services  have  needed  to  adjust 
to  in  order  to  provide  treatment. 

The  greatest  increase  in  the  contribution  of  funds  to  substance  abuse  services  has  been  through  local 
funding  established  by  the  Treatment  on  Demand  Initiative.  The  plan  was  to  increase  the  treatment 
budget  annually,  and  incrementally,  so  that  the  fiscal  year  2000-2001  allocation  would  be  $20  million 
higher  than  the  pre-Treatment  on  Demand  budget.  The  sources  of  funding  for  substance  abuse  services 
also  include  grant  funds  from  federal  and  state  sources.  As  seen  in  Chart  1  of  Attachment  B,  revenue 
from  federal  and  state  grant  sources  has  remained  fairly  constant  over  the  five  year  period  with  federal 
funds  remaining  right  around  $5  million  per  year,  and  state  funds  remaining  steady  at  approximately  $1 1 
million  per  year.  These  funds  have  also  not  declined  with  the  increased  contribution  of  local  funding. 

Additional  sources  of  funding  have  been  secured  by  staff  at  CSAS,  including  a  substantial  amount  of 
grant  funds  for  research,  such  as  the  evaluation  referenced  in  this  report  done  by  UCSF.  CSAS  made  a 
commitment  that  local  funds  would  not  be  used  for  non-service  related  activities  and  they  have  been 
successful  in  leveraging  the  local  dollars  for  research  while  keeping  administration  costs  fairly  flat. 
These  research  dollars  are  also  being  used  to  improve  the  problems  of  data  collection,  and  provide 
improved  estimates  of  capacity  and  system  change  as  a  result  of  Treatment  on  Demand.  Funding  for 
several  additional  service  programs  has  also  been  received,  and  these  additional  funds  are  listed  in 
Attachment  C. 

Best  Practices 

The  results  of  several  national  and  state  research  studies  on  the  impact  of  substance  abuse  sen  ices 
treatment  concluded  that  treatment  is  effective  in  producing  improvements  in  a  wide  range  of  outcomes. 
Regardless  of  the  specific  type  of  treatment  program,  the  studies  concluded  treatment  proved  effective  in 
reducing  drug  and  alcohol  use,  decreasing  criminal  activities,  improving  emotional  and  social 
functioning,  reducing  health  care  costs,  decreasing  homelessness  and  HIV  related  behavior. 

One  of  the  studies,  a  1998  Urban  Coalition  of  County  Drug  and  Alcohol  Administrators  in  California 
issued  a  report  which  reviewed  the  most  commonly  used  substance  abuse  treatments.  Information 
provided  by  the  CSAS  summarized  the  findings  supporting  the  benefits  of  each  service.  This 
information  is  presented  both  as  a  stand-alone  strategy  and  as  one  of  the  elements  of  a  comprehensive 
treatment  program.  Services  available  within  programs  which  are  part  of  the  San  Francisco  public 
treatment  system  are  italicized  and  marked  with  an  asterisk  in  the  table  in  Attachment  D.  These  include 
Acupuncture,  Confrontational  Interventions,  Counseling,  Couples  Counseling,  Education.  Group 
Psychotherapy,  Methadone  Treatment,  Sober  Living,  Social  Skills  Training,  Stress  Management 
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Training,  and  Supportive  Intervention.  A  few  of  the  strategies  are  not  conclusively  supported  (identified 
in  the  chart  as  "unclear"  or  "more  research  needed")  as  stand  alone  strategies  because  innovations  in 
substance  abuse  treatments  often  follow  the  pattern  where  programs  adopt  a  new  treatment  technique 
and  evaluations  follow  over  time. 

An  additional  report  from  the  Physicians  Leadership  on  Drug  Policy  (Dr.  David  C.  Lewis),  analyzed 
over  600  studies  and  found  that,  while  there  are  some  differences  in  outcomes  between  one  type  of 
treatment  and  another,  the  greatest  difference  in  outcomes  is  between  any  type  of  treatment  and  no 
treatment  at  all. 

CONCLUSION 

The  UCSF  Report,  produced  in  collaboration  with  CSAS,  provided  an  evaluation  of  the  Treatment  on 
Demand  Initiative's  progress.  This  appears  to  be  the  only  current  analysis  of  waiting  list  data,  treatment 
services  and  funding  issues.  It  determined  that  while  the  available  waiting  list  data  may  not  provide  an 
accurate  picture  of  the  level  of  treatment  provided  system-wide,  it  does  provide  reliable  data  at  the 
program  level  if  that  program  has  received  Treatment  on  Demand  Funding.  Additionally,  many 
resources  that  have  gone  into  the  Treatment  on  Demand  Initiative  were  not  all  for  increases  in  treatment, 
but  also  for  prevention,  new  programs,  and  enhancement  and  expansion  of  programs.  Many  of  these 
programs  needed  to  be  redefined  as  the  needs  of  the  community  changed. 

It  appears  better  indicators  are  necessary  to  evaluate  the  availability  and  quality  of  substance  abuse 
services.  The  CSAS  has  begun  to  address  this  issue  by  securing  grant  funds  for  research  to  institute 
better  measures.  As  stated  in  the  UCSF  Report,  these  indicators  would  include  measures  of  direct 
services  and  cost  report  summaries,  which  would  improve  their  ability  to  accurately  represent  grow  th  in 
treatment  services.  To  address  the  lag  time  between  funds  and  services,  a  model  is  being  worked  on  that 
would  better  reflect  growth  in  services  as  a  function  of  growth  in  funding.  These  types  of  measures  and 
analyzing  capacity  will  more  accurately  reflect  availability  than  waiting  lists,  which  have  too  many 
variables  to  be  reliable. 


With  regard  to  access  availability  of  modalities  other  than  methadone,  the  CSAS  is  in  the  process  of 
collecting  data  on  the  residential  treatment  programs.  That  information  will  be  supplemented  to  this 
report  as  it  becomes  available. 


Pending  Awards 

FUNDING  AGENCY 

STATUS 

TITLE 

AMOUNT 

CSAT 

Pending 

TOD  Planning  Process 

$100. 000  00 

CSAT 

Pending 

SFGH  Heroin  ER  Admissions 

$100,000  00 

CSAT 

Pending 

Perinatal  Impact  of  TOD 

$80, oc:  :: 

CSAT 

Pending 

Support  to  Study  Impact  of  TOD 

$250,000.00 

CSAT 

Pending 

Targeted  Capacity  Expansion  - 
Mobil  Methadone  Dispensing 

S235 

S235  jcc  :: 

TOTAL 

$1,000,000  00 

Outside  Grants  Related  to  TOD 
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CSATto  IHPS 

10/1/98  -9/30/99 

Capacity/Access/Utilization  Impact  of 
TOD 

$250,000  00 

10/1/99  -  9/30/00 

Capacity/Access/Utilization  Impact  of 
TOD 

$250  000  00 

NIDAtolHPS 

1/1/99-12/31/01  (3  yr) 

TOD  Impact 

$2,751,318  00 

RWJ  to  UCSF/  UHS 

7/1/98-6/30/01 

$299,251  00 

TOTAL 

$3,550,569.00 

CSAS  TOD  Funding  | 

(Reasearch  and  Services)  | 

FUNDING  AGENCY 

DATES 

TITLE 

AMOUNT 

Research 

CSAT 

10/1/98-9/30/99 
(extended  to  9/30/00) 

Impact  of  Treatment  on  Demand 

$249,996.00 

CSAT  (IHPS  sub  to  CSAS) 

10/1/99-9/30/00 

Impact  of  Treatment  on  Demand 

$246,500.00 

NIDA  (IHPS  sub  to  CSAS) 

Y1:  1/1/99-12/31/99 

Access/Capacity/Utilization 

$82,592.00 

Y2:  1/1/00-12/31/00 

$81,818.00 

Y3:  1/1/01  - 12/31/01 

$84,272  00 

SFF 

1/1/00-12/31/00 

Support  for  TOD  Process  Evaluation 

$20,000.00 

1/1/01  - 12/31/01 

$20,000  00 

1/1/02  - 12/21/02 

$20,000.00 

CSAT 

9/30/99  -  9/30/00 

Feasibility  of  Methadone  by 
Physician  Prescription 

$100,000.00 

RWJ  (UCSF  sub  to  CSAS) 

Y1:  7/1/98  -6/30/99 

Impact  of  Treatment  on  Demand  on 
Active  Injection  Drug  Users 

$4,565  00 

Y2:  7/1/99-6/30/00 

$27,136.00 

Y3:  7/1/00  -6/30/01 

$19,048  00 

CSAT 

3/15/99-3/15/00 

Bridinging  the  Gap  Conference 

$49,719  X 

CSAT 

10/1/99-9/30/00 

Practice  Research  Collaborative 

S246.243.00 

SUBTOTAL 

$1,251,889  00 

Service 

CSAT 

Y1:  10/1/99  -9/30/00 

Targeted  Capacity  Expansion  - 
Medically  Supported  Detox 

$475,000.00 
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Y2:  10/1/00-9/30/01 

$475,00000 

Y3:  10/1/01  -9/30/02 

$475,000  00 

CA  State  ADP 

3/15/98-3/14/99 

Perinatal  Services 

$24,465  00 

3/15/99  -  3/14/00  (ongoing  funding) 

$33,945  00 

CA  State  ADP 

6/15/99-6/14/00 
(ongoing  funding) 

Youth  Center 

$300,000  00 

SUBTOTAL 
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Honorable  Members  of  the  Board  of  Supervisors 
Clarice  Duma,  Sr.  Legislative  Analyst^J^^ 
Finance  and  Labor  Committee 
March  8,  2000 

Study  of  Housing  in  San  Francisco  (File  99-1412) 
General  Fund  Appropriation  for  a  Housing  Study  (File  99-1413) 

Summary  of  Proposed  Legislation 

Study  of  Housing  in  San  Francisco  (File  99-1412) 

Legislation  introduced  before  the  San  Francisco  Board  of  Supervisors  directs  the  Rent  Stabilization 
and  Arbitration  Board  to  obtain  a  neutral,  comprehensive,  fact-based,  and  socio-economic  study  of 
housing  in  San  Francisco.  Additionally,  the  study  must  be  completed  within  a  year.  Further,  the 
proposed  legislation  requires  that  substantive  amendments  to  the  Rent  Ordinance  and  various 
housing  ordinances  must  be  supported  by  a  fact-based  study  and  its  findings. 

General  Fund  Appropriation  for  a  Housing  Study  (Fiie  99-1413) 

The  proposed  legislation  appropriates  $175,000  from  the  General  Fund  Reserve  to  the  Rent 
Arbitration  Board  to  fund  the  study  referenced  above  in  File  99-1412. 

Summary  of  Requested  Action 

The  Board  of  Supervisors  has,  by  motion,  requested  the  Office  of  the  Legislative  Analyst  (OLA)  to 
provide  the  following  services:  supply  information  on  cities  that  implement  rent  control  laws;  describe 
the  relationship  between  population  growth  and  vacancy  rates;  and  further,  provide  information  on 
studies  that  have  been  conducted  regarding  rent  control,  and  report  findings,  costs  and  data  sources 
employed  in  those  studies. 

Executive  Summary 

Residential  rent  control  or  rent  stabilization  is  current  policy  in  a  few  cities  that  are  located  in  New 
York,  New  Jersey  and  California.  Concerns  over  the  condition  and  costs  (for  tenants  and  landlords) 
of  regulated  units  has  prompted  numerous  independent  studies  by  governmental  agencies,  real 
estate  trade  groups,  and  advocates  of  rent  control  and  rent  stabilization.  The  cost  of  conducting 
these  studies  varies  -  depending  on  the  scope,  and  can  range  from  $30,000  (study  by  the  City  of 
Berkeley)  to  over  $3  million  (New  York  City  study). 

Currently,  New  York  City  (NYC)  is  the  only  jurisdiction  in  the  nation  whose  State  and  local  legislation 
requires  a  comprehensive~housing  study  of  that  city's  residential  units.  These  studies,  begun  in 
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1 965,  are  conducted  every  three  years  by  the  U.S.  Census  Bureau  under  the  sponsorship  of  the  New 
York  City  Department  of  Housing  Preservation  and  Development.  The  NYC  study  -  known  as  the 
Housing  and  Vacancy  Survey  -  provides  data  on  housing  condition,  tenant  and  owner  occupancy, 
resident  profile,  household  income,  rental  costs,  and  other  housing-related  information  and  trends. 
The  study's  findings  enable  the  local  City  Council  to  determine  future  policy  in  relation  to  New  York 
City's  various  housing  programs.  Unlike  other  housing  studies  which  tend  to  be  clouded  in  bias  and 
limited  in  scope,  the  New  York  City  HVS  study  -  as  an  objective  and  comprehensive  analysis  of  that 
City's  housing  conditions  -  can  be  a  useful  model  for  policy  makers  in  San  Francisco. 

Background:  Cities  with  Rent  Regulation  Laws 

Various  forms  of  rent  regulation  such  as  rent  control  and  rent  stabilization  have  been  in  effect  in  the 
United  States  for  over  50  years,  with  New  York  being  the  oldest  jurisdiction  to  enact  rent  regulation 
laws.  In  recent  years,  many  municipalities  have  been  reassessing  their  rent  regulation  laws  for 
efficacy  and  effectiveness.  Rent  regulation  has  either  been  eliminated  in  some  jurisdictions  (for 
example,  Massachusetts)  or  limited  by  instituting  vacancy  decontrol.  To  date,  limited  rent 
control/stabilization  remains  policy  for  municipalities  in  three  states  --  New  York,  New  Jersey  and 
California,  all  of  which  now  have  vacancy  decontrol  with  recontrol. 

*  New  York  State  -  Thefliajority  of  New  York's  rent-stabilized  units  are  in  New  York  City  (NYC) 
where  Rent  Stabilization  applies  to  52%  of  all  apartments  with  6  or  more  units  built  before  1974. 

A  few  counties  outside  New  York  City  also  implement  rent  control,  including  upstate  in  Albany  and 
Buffalo.  While  rent  regulated  has  been  policy  in  New  York  since  World  War  II,  vacancy  decontrol 
has  been  law  since  1971 .  Additionally,  State  law  does  not  automatically  subject  new  construction 
to  rent  stabilization,  but  grants  that  discretion  to  landlords. 

*  New  Jersey  -  In  New  Jersey,  rent  control  is  largely  administered  by  municipalities  at  the  local 
level,  some  of  whom  have  begun  instituting  vacancy  decontrol.  The  state  has  also  considered 
revising  its  rent  control  laws,  by  "means  test"  provisions  for  senior  tenants,  and  by  suspending 
property  tax  abatements  for  rent  controlled  buildings. 

*  California  -  Since  the  institution  of  rent  control  in  the  1970s,  there  have  been  numerous  attempts 
locally  and  at  the  state  level  to  limit  (through  vacancy  decontrol)  or  eliminate  rent  control  entirely. 
The  Costa-Hawkins  Rental  Housing  Act,  which  began  impacting  rents  in  1995,  not  only  institutes 
vacancy  decontrol  (in  cities  that  did  not  already  have  it),  but  also  allows  landlords  to  increase 
rents  to  market  rates  on  vacant  units.  To  date,  limited  rent  control  remains  in  the  cities  of  San 
Francisco,  Berkeley,  Santa  Monica,  West  Hollywood,  Los  Angeles,  East  Palo  Alto,  Hayward  and 
San  Jose.  In  some  cities,  including  San  Jose,  Hayward  and  Cotati,  rent  control  laws  only  affect 
mobile  homes. 

Population  Growth  and  Vacancy  Rates 

The  debate  over  population  growth,  as  translated  into  housing  demand  and  vacancy  rates  is  largely 
based  in  economic  theories  addressing  the  supply  of  and  demand  for  commodities  in  the 
marketplace.  With  regard  to  housing  supply  in  cities  with  regulated  rents,  analysts  have  examined 
the  impact  of  rental  housing  delivery  systems  on  local  communities.  Some  analysts  believe  that  rent 
control  policies  constrain ine  supply  of  rental  housing  and  consequently,  contribute  to  low  vacancy 
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rates.  They  point  out  that  in  areas  without  rent  control,  vacancy  rates  tend  to  be  "normal"  -  at  or 
above  4  percent;  whereas,  in  rent-controlled  cities,  vacancy  rates  are  generally  lower,  thus  indicating 
a  housing  shortage.  They  add  that  when  there  is  a  shortage  in  housing  supply,  rents  (in  unregulated 
units)  tend  to  be  higher.  Other  analysts  view  high  rents  as  symptomatic  of  an  insufficient  housing 
supply  relative  to  demand,  and  instead,  suggest  that  increasing  the  supply  (of  housing)  -  for  example, 
through  new  construction,  addresses  the  demand  for  housing. 

The  Cost  of  Studies 

Numerous  studies  have  been  conducted  over  the  years  on  the  effects  of  rent  control  or  rent 
stabilization  in  areas  with  regulated  rents.  The  costs  of  these  studies  can  vary  -  ranging  from 
$30,000  (Berkeley  study),  to  $300,000  (Los  Angeles  study),  to  $3.7  million  (New  York  City  study). 
Costs  also  depend  on  the  scope  of  the  study. 

Professor  Allan  Heskin,  in  UCLA's  Urban  Planning  Department,  states  that  cost  is  usually  determined 
by  the  demands  of  the  study  -  including  the  scope  and  time  it  takes  to  complete  the  study.  For 
example,  if  a  non-comprehensive  study  requires  an  opinion  survey,  a  minimum  of  500  respondents 
can  be  sufficient  for  obtaining  the  data.  Professor  Heskin  adds  that,  under  those  conditions,  it  is 
generally  "fair"  to  estimate  a  cost  of  $1 00.00  per  interview,  or  $50,000  for  500  interviews.  He  adds 
that  data  gathering  for  such  studies  can  be  completed  in  approximately  three  months,  and  additional 
time  is  needed  to  draft  and  issue  a  report  of  findings. 

In  contrast,  a  comprehensive  study,  such  as  the  New  York  City  Housing  and  Vacancy  Survey  (HVS), 
tends  to  have  a  larger  scope  and  to  require  a  longer  period  to  complete.  As  indicated  in  the  attached 
appendix,  the  New  York  HVS  requires  up  to  5  months  to  gather  the  survey  data,  and  another  6  to  7 
months  for  the  Census  Bureau  to  deliver  a  report  of  findings,  to  the  sponsor,  the  New  York  City 
Department  of  Housing  Preservation  and  Development. 


Studies  of  Rent  Regulation  in  the  United  States 

The  attached  table  summarizes  housing  studies  conducted  in  various  jurisdictions  which  were 
reviewed  by  the  Office  of  the  Legislative  Analyst  (OLA).  Studies  are  summarized  according  to  the 
area  of  study,  sponsors  and  authors  of  the  studies,  title  of  the  study,  area  of  focus,  data  and  sources, 
findings,  and  study  conclusions. 

Study  Areas 

The  OLA  reviewed  studies  conducted  in  Honolulu,  Berkeley,  New  York  (State  and  City),  New  Jersey, 
and  Santa  Monica.  New  York,  which  has  the  longest  history  of  rent  regulation,  has  conducted  a 
majority  of  these  studies.  That  is  due,  in  part,  to  provisions  in  New  York  City's  housing  regulations 
which  require  a  regular  analysis  of  the  City's  rent  stabilized  housing  by  utilizing  data  collected  by  the 
U.S.  Census  Bureau  (the  "Census  Bureau),  as  discussed  earlier  and  in  the  attached  appendix. 

Study  Sponsors  &  Authors 

Various  entities  in  the  public  and  private  sectors  have  shown  interest  in  conducting  studies  on  rent 
control  and  other  housing  regulations.  Public  agencies,  under  fire  from  landlord  groups  and  some 
elected  officials,  have  been  utilizing  their  own  staff  or  retaining  private  firms  to  examine  the  effects  of 
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rent  control  and  other  housing  ordinances  on  the  local  housing  market.  Landlord  groups,  such  as  the 
National  Multi  Housing  Council  (NMHC)  and  the  Rent  Stabilization  Association,  have  also  expended 
their  resources  and  retained  economists  in  private  firms  and  in  academic  settings,  such  as  the 
Massachusetts  Institute  of  Technology  (MIT),  to  study  various  aspects  of  rent  control. 

Intent  of  Studies 

Studies  of  rent  regulations  that  were  reviewed  by  the  Office  of  the  Legislative  Analyst  (OLA)  reflect 
concern  by  both  proponents  and  opponents  about  the  efficacy  of  rent  regulation  as  a  policy  for 
addressing  housing  affordability.  However,  since  rent  control  and  rent  stabilization  have  become 
controversial  issues,  our  analysis  indicates  that  the  methodology  and  conclusions  of  most  studies 
tends  to  reflect  the  bias  of  the  sponsors. 

As  illustrated  in  the  attached  table,  the  content  of  studies  varies  and  reflects  the  interests  of  sponsors 
in  the  following  ways: 

•  Some  cities  have  commissioned  studies  in  order  to  provide  their  policy  makers  with  information 
that  enables  them  to  make  decisions  about  adopting  rent  control  as  local  policy.  For  example,  the 
London  Group  Realty  Advisors,  which  was  retained  by  Honolulu's  Department  of  Housing  and 
Community  Development,  evaluated  the  experience  of  other  cities  in  relation  to  rent  control  and 
made  policy  recommendations  to  officials  in  Honolulu. 

•  Government-sponsored  studies,  such  as  those  by  Berkeley,  Santa  Monica,  and  New  York  City, 
reflect  concern  on  the  part  of  public  officials  about  the  effects  of  rent  control  policies  on  tenant 
occupancy.  These  studies  also  assess  the  effectiveness  of  rent  control  policies  in  meeting 
affordability  goals,  and  whether  local  Rent  Boards  grant  sufficient  rental  increases  (Maximum 
Allowable  Rents)  to  landlords  for  annual  inflationary  increases  and  for  other  rent  adjustments 
resulting  from  building  repairs  or  capital  improvements. 

•  Studies  by  landlord  trade  groups  such  as  the  National  Multi  Housing  Council  and  the  Rent 
Stabilization  Association,  joined  by  other  opponents  of  rent  regulation,  such  as  the  Cato  Institute, 
reflect  concern  about  the  impact  of  rent  control  on  the  investment  quality  of  rental  properties. 

Data  Sources: 

As  shown  in  the  attached  table,  data  and  sources  for  conducting  studies  are  numerous: 

•  Census  Data  -  Data  from  the  United  States  Census  Bureau  have  been  utilized  by  almost  all 
interested  parties,  including  groups  in  Berkeley,  New  York  City,  New  Jersey,  and  various  cities  in 
California.  Census  data  include  information  on  median  rents  and  rent  levels,  tenant  composition 
and  tenant  mobility  in  rental  units,  new  construction,  and  the  composition  of  the  housing 
inventory  in  rental  and  owner-occupied  units.  Because  the  data  are  updated  every  decade,  its 
value  and  accuracy  diminish  over  time.  Already,  most  people  are  already  anticipating  the  2000 
Census  data,  which  will  be  available  in  2001 .  New  products  by  the  Census  Bureau,  such  as  the 
American  Community  Survey,  may  also  be  helpful,  once  they  are  available  in  areas  such  as  San 
Francisco,  in  providing  timely  housing  data. 

•  New  York  City  Housing  and  Vacancy  Surveys  (NYCHVS)  -  Rent  stabilization  studies  on  New 
York  City  are  generally  reliant  on  data  from  the  New  York  City  Housing  and  Vacancy  Survey 
which  is  produced  by  the  US  Census  Bureau  for  New  York  City.  Because  the  NYCHVS  data  are 
renewed  every  three  years  and  include  a  larger  sample  size  than  other  Census  data,  they  tend  to 
be  popular  with  both  public  and  private  groups  that  need  information  on  dwelling  units  and  their 
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occupants,  location  of  units  and  their  regulatory  status.  Groups  have  use  the  NYCHVS  data  to 
determine  the  effects  of  rent  destabilization  on  tenants  and  landlords,  and  to  make  assessments 
regarding  the  adequacy  of  rent  increases  granted  to  landlords  by  the  Rent  Guidelines  Board. 
Public  officials  have  utilized  the  NYCHVS  data  to  determine  public  policy  regarding  preserving  or 
eliminating  rent  regulation.  For  example,  findings  in  the  NYCHVS  have  been  employed  by  public 
officials  in  New  York  City  to  introduce  "Luxury  Decontrol"  for  tenants  with  high  annual  incomes 
(currently,  above  $170,000)  and  retain  New  York's  rent  stabilization  laws  out  of  concern  that 
reversing  those  regulations  would  result  in  high  rent  increases  and  harassment  of  tenants  by 
landlords. 

•  Rent  Board  Data  -  Cities  such  as  Santa  Monica  and  New  York  employ  information  generated 
internally  by  their  Rent  Boards  to  determine  the  effect  of  rent  control  on  tenants  and  landlords. 
These  data  generally  become  a  component  of  timeseries  studies,  such  as  those  conducted  by 
Berkeley,  Santa  Monica,  and  New  York  City,  or  provide  a  basis  for  developing  new  legislation. 

•  Surveys  -  Other  than  the  New  York  City  HVS,  the  1 988  and  1 998  Berkeley  studies,  conducted 
by  Bay  Area  Economics  (BAE),  are  time  series  oiudies  that  also  utilize  the  survey  instrument  as  a 
research  tool  for  data  gathering.  BAE  conducted  surveys  of  tenants  living  in  Berkeley's  rent 
controlled  units,  but  neglected  to  include  landlords  who  operate  those  units,  thus  rendering  that 
study  incomplete. 

•  Comparisons  of  Rent  Control  Ordinances  -  The  Honolulu  study,  described  earlier,  compares 
rent  control  ordinances- from  various  cities  and  makes  general  conclusions  about  the  content  and 
impact  of  these  laws.  It  also  recommends  ways  in  which  Honolulu  could  make  its  own  rent 
regulation  more  effective,  based  on  a  review  of  rent  control  laws  in  other  jurisdictions. 

•  Review  of  Rent  Control  Studies  -  The  September  1991  report,  prepared  for  the  United  States 
Congress  by  the  U.S.  Department  of  Housing  and  Urban  Development  (HUD),  reviews  studies 
conducted  by  other  entities,  mostly  real  estate  groups,  and  draws  conclusions  based  on  the 
findings  in  these  studies.  Because  HUD's  report  is  based  mainly  on  secondary  data  generated 
from  other  studies  which  supports  the  elimination  of  rent  control,  it  is  difficult  to  consider  that 
report's  conclusions  as  unbiased. 

•  Case  Studies  -  The  Cato  Institute's  study  reviews  various  case  studies  to  assess  the  effects  of 
rent  control  on  affordable  housing.  Because  the  information  reported  tends  to  be  anecdotal,  it 
generally  has  limited  value  unless  utilized  in  conjunction  with  other  quantitative  data. 

Findings: 

Major  findings  in  the  studies  reviewed  by  the  OLA  include  the  following: 

•  Affordability  of  Rental  Units  -  Housing  affordability  emerges  as  a  major  area  of  concern  in  most 
studies.  This  issue  is  examined  in  terms  of  its  impacts  on  tenants  living  in  unregulated  and 
regulated  units.  Studies  by  the  Cato  Institute,  the  London  Group,  and  others,  sponsored  by 
landlord  groups,  suggest  that  rent  control  does  not  benefit  the  neediest  tenants.  They  cite  the 
high  rate  of  "better  off'  tenants  who  occupy  rental  units.  An  opposing  viewpoint,  advanced  mostly 
by  government  studies  in  Berkeley,  Santa  Monica  and  New  York,  reflects  concern  by  public 
officials  that  vacancy  decontrol  policies  would  reduce  housing  affordability  for  low-income  tenants. 
In  almost  all  studies,  housing  affordability  while  discussed  as  a  concern,  is  largely  not  quantified 
by  both  sides,  except  in  the  New  York  HVS  and  Berkeley  studies. 

•  Tenant  Composition  -  Studies  also  examine  occupancy  in  rent  controlled  units.  Most  studies 
rely  on  Census  data  despite  concerns  about  the  accuracy  of  those  data.  The  Berkeley  survey 
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does,  however,  provide  greater  detail  on  the  composition  of  tenants  who  occupy  rent-controlled 
units. 

•  Rent  Increases  -  In  almost  all  studies,  there  is  little  disagreement  over  the  need  for  granting 
landlords  allowable  rent  increases  in  order  to  enable  them  to  improve  the  condition  of  their 
buildings  and  make  inflationary  adjustments.  The  disagreement  is  however,  over  the  standard  for 
determining  rent  increases.  Government  studies,  such  as  the  New  York  study  conducted  by  the 
Office  of  the  Public  Advocate,  show  that  Maximum  Allowable  Rents  (MARs)  granted  by  local  Rent 
Boards  and  adjusted  annually,  enable  landlords  to  maintain  their  buildings  as  well  as  keep  up  with 
inflation.  Landlord  studies,  on  the  other  hand,  including  the  American  Economics  Group  study  in 
New  York  City,  point  out  that  MARs  in  rent  controlled  units  are  unfairly  low,  and  with  deregulation, 
rent  increases  would  enable  landlords  to  improve  the  condition  and  investment  quality  of  their 
rental  properties. 

•  Tenant  Mobility,  Vacancy  Rates,  and  Overcrowding  -  Studies  tend  to  draft  varying  conclusions 
in  regard  to  tenant  behavior  and  vacancy  rates.  Findings  from  BAE's  1998  survey,  indicate  high 
tenant  mobility  rates  in  Berkeley  with  about  three-fourths  of  tenants  having  relocated  in  the  last 
five  years.  The  Cato  Institute  study,  on  the  other  hand,  indicates  low  vacancy  rates  and  low 
mobility  rates  in  rent-controlled  cities  than  areas  with  unregulated  rents.  The  New  Jersey  and 
Berkeley  studies  also  suggest  that  rent  control  policies  have  a  minimal  impact  on  tenant  behavior, 
including  the  propensity  for  tenants  to  "double  up"  in  units. 

Study  Conclusions: 

In  terms  of  the  level  of  bias  in  various  housing  studies,  our  review  indicates  that  study  conclusions 
tend  to  reflect  the  viewpoints  or  positions  of  the  sponsors.  For  example,  landlord-sponsored  studies 
may  call  for  the  elimination  of  rent  control  and  highlight  the  impact  of  rent  control  policies  in  lowering 
property  values.  Government-sponsored  studies,  on  the  other  hand,  may  generally  support  the  need 
for  maintaining  rent  regulation  policies  and  emphasize  the  benefits  of  rent  regulation  for  tenants, 
particularly  in  regions  where  market  rate  rents  are  higher  than  national  averages.  In  contrast,  the 
Census  Bureau's  New  York  City's  HVS  does  not  draw  conclusions.  Instead,  the  Census  Bureau 
delivers  "raw"  data  to  the  Department  of  Housing  Preservation  and  Development,  which  then 
compiles  a  report  for  the  City  Council  to  draw  its  own  conclusions. 

Conclusions 

Housing  Studies 

Many  cities  have  conducted  studies  on  the  effects  of  rent  regulation  on  housing  condition  and 
affordability.  These  studies  have  examined  impacts  on  tenants,  landlords,  and  the  local  housing 
environment.  Census  data,  surveys  and  other  data  sources  have  generated  useful  information  that  is 
needed  to  conduct  research,  develop  findings,  and  draw  conclusions. 

While  the  issue  of  "objectivity"  in  some  studies  has  always  generated  controversy  -  given  that  in 
most  cases  conclusions  generally  reflect  the  opinions  of  the  sponsors;  there  is  nevertheless,  value  in 
having  jurisdictions  review  their  current  housing  policies  and  gather  objective  data  on  their  local 
housing  programs  in  order  to  make  decisions  about  future  policy. 
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A  Study  of  Housing  in  San  Francisco 

Application  to  San  Francisco 

Legislation  introduced  before  the  Board,  calls  for  a  neutral,  comprehensive,  fact-based  study  of 
housing  in  San  Francisco.  If  the  Board  adopts  the  proposed  legislation,  the  City  would  be  conducting 
its  first  comprehensive  study  of  housing  conditions  in  San  Francisco  that  are  impacted  by  various 
housing  ordinances,  including  the  Residential  Rent  Stabilization  and  Arbitration  Ordinance  (the  "Rent 
Ordinance").  As  indicated  earlier,  since  New  York  City,  is  the  only  jurisdiction  that,  since  the  1960s, 
has  commissioned  a  regular  and  comprehensive  study  of  its  housing  market.  The  HVS  data  that  are 
collected  by  the  Census  Bureau  from  a  sample  survey  of  occupied  and  vacant  housing  units  provide 
information  on  households  in  occupied  units,  characteristics  of  both  occupied  and  vacant  units, 
vacancy  rates,  and  the  condition  of  the  units  (see  attached  appendix  on  the  New  York  City  HVS). 
Given  the  history  and  success  of  the  New  York  City  HVS,  New  York's  study  can  be  a  useful  model 
for  San  Francisco  based  on  the  following  factors: 

•  Legislative  Intent  -  Three  ordinances  direct  New  York  City  to  determine  whether  or  not  a  housing 
emergency  exists  and  to  conduct  a  comprehensive  analysis  of  housing  conditions  in  New  York 
City.  These  laws  are  the  Local  Emergency  Housing  Rent  Control  Act  of  1962,  and  two 
subsequent  laws:  the  Local  Rent  Stabilization  Law  of  1969  and  the  Emergency  Tenant  Protection 
Act  of  1974. 

•  Requirements  of  the  New  York  Study  -  In  calling  for  a  regular  housing  study,  officials  in  New  York 
City  had  the  following  goals:  to  conduct  an  unbiased  and  objective  analysis  of  the  City's  housing 
condition;  to  achieve  data  reliability;  to  employ  a  valid  survey  instrument  that  is  drawn  from  a 
complete  address  list  for  sampling  reasons;  and  to  guarantee  confidentiality  to  survey 
respondents. 

•  The  Track  Record  of  the  New  York  Study  -  As  indicated  earlier,  New  York  City  has  conducted  its 
housing  study  since  the  1960s.  During  that  period,  the  City  has  worked  closely  with  the  Census 
Bureau  to  refine  the  methodology  in  order  to  make  the  survey  data  reliable.  Additionally,  the  HVS 
data  and  findings  have  been  widely  accepted  by  diverse  members  of  the  City  Council,  and  this 
body  has  utilized  the  information  to  determine  future  housing  policies. 

Drawbacks/  Other  Considerations  about  the  New  York  City  HVS  study: 

•  Cost  of  the  New  York  City  HVS  -  The  cost  of  conducting  a  survey  of  18,000  household  units  every 
three  years  is  over  $3  million.  The  expenditure  for  the  1996  HVS  study  was  S3. 6  million,  and  the 
1999  HVS  study  cost  $3.7  million  because  it  had  additional  data  items. 

•  Diversity  Sensitivity-  The  Census  Bureau  dispatches  a  staff  of  1 50  interviewers  who  conduct 
personal  interviews  in  culturally  and  linguistically  diverse  neighborhoods.  The  survey 
questionnaire  is  still  produced  in  English,  and  according  to  staff,  the  Census  Bureau  has  not  yet 
fully  resolved  the  issue  of  language  and  cultural  diversity. 

•  Length  of  Study  -  Because  of  the  broad  and  expansive  nature  of  the  data  items  in  the  HVS  study, 
the  Census  Bureau  states  that  it  requires  approximately  one  year  to  collect,  compile,  and  release 
the  survey  data  to  the  sponsor,  the  New  York  City  Department  of  Housing  Preservation  and 
Development  (HPD).  The  HPD  Department,  in  turn,  requires  additional  time  to  draft  the  report 
and  present  the  HVS  findings  to  the  City  Council  for  review.  This  means  that,  in  effect,  the 
process  for  completing  the  study  is  longer  than  one  year. 
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•  Limited  Public  Access  to  Findings  -  The  HPD  Department  is  charged  with  releasing  a  summary  c 
the  HVS  findings  to  the  public.  However,  members  of  the  public  who  wish  to  obtain  a  complete 
report,  must  purchase  it  from  the  Census  Bureau. 

Options  for  San  Francisco: 

If  the  Board  approves  the  proposed  legislation  which  calls  for  a  comprehensive  study  of  housing 
conditions  in  San  Francisco,  members  are  urged  to  consider  the  following  options: 

•  Amend  the  legislation  to  specifically  indicate  the  City's  commitment  to  a  regular  and  frequent 
study  of  the  San  Francisco  housing  market.  For  example,  New  York  City  requires  its  study  to  be 
done  every  three  years  in  order  to  ensure  that  actions  taken  by  the  City  Council  are  based  on 
updated  information  and  findings. 

•  Review  the  cost  issue  (for  the  study)  in  order  to  ensure  that  the  budget  for  the  study  will  indeed 
enable  San  Francisco  to  conduct  a  full  and  comprehensive  analysis  of  its  housing  market. 

•  Technical  amendment:  Amend  File  No.  99-1413  to  make  it  consistent  with  language  in  the 
proposed  companion  measure,  File  99-1412,  so  that  it  indicates  that  the  proposed  General  Fund 
appropriation  of  $175,000  would  fund  a  "Neutral  Comprehensive  Fact  Based  Socio-economic 
study  of  housing  in  San  Francisco".  As  currently  drafted,  the  proposed  legislation  states  that 
the  proposed  appropriation  would  fund  a  study  of  "the  effects  of  the  San  Francisco  Residential 
Rent  Stabilization  and  Arbitration  Ordinance". 


Attachments: 

•  TABLE  1  -  Summary  of  studies  that  were  reviewed  by  the  Office  of  the  Legislative  Analyst  (OLA). 

•  Appendix  A  -  Detailed  description  of  the  New  York  City  Housing  and  Vacancy  Survey  (HVS). 

Other  Available  Information: 

The  following  documents  are  available  for  review  by  members  of  the  Board  of  Supervisors: 

•  A  copy  of  New  York  City's  1996  HVS  report  called  Housing  New  York  City  1996. 

•  A  copy  of  the  New  York  City  1 999  HVS  Questionnaire. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BOARD  of  SUPERVISORS 


APPENDIX  A: 
The  New  York  City  Housing  And  Vacancy  Survey 


Background 

The  U.S.  Census  Bureau  conducts  a  "general"  Housing  and  Vacancy  Survey  (HVS)  of  housing  units 
located  in  the  U.S.,  Regions,  States  and  the  75  larger  Metropolitan  Areas.  The  general  HVS  does  not. 
however,  provide  housing  unit  estimates  for  type  of  vacant  unit  and  tenure  by  State  or  by  Metropolitan 
Area.  It  also  does  not  provide  the  county  level  data  that  is  available  from  the  decennial  census.  In 
contrast,  the  New  York  Housing  and  Vacancy  Survey  does  incorporate  this  information  and  other  aspect 
of  housing  condition  affecting  New  York  City's  regulated  housing  units. 

New  York  Housing  and  Vacancy  Survey 

Since  1965,  the  New  York  City  Department  of  Housing  Preservation  and  Development  (HPD)  has 
retained  the  U.S.  Census  Bureau  to  conduct  a  comprehensive  Housing  and  Vacancy  Survey  for  New 
York  City.  Unlike  the  general  HVS,  the  New  York  City  HVS  is  tailored  to  generate  data  about  housing 
condition  in  New  York  City,  including  housing  units  affected  by  the  City's  rent  control  and  rent 
stabilization  regulations.  The  New  York  City  HVS  is  generated  from  a  sample  of  approximately  18,000 
housing  units  (1  out  of  every  160  housing  units)  that  are  located  in  New  York  City,  its  five  boroughs,  and 
defined  sub-borough  areas  within  each  borough.  The  resultant  data  provide  statistical  information  in  the 
following  areas: 

•  Housing  condition,  including  building  size,  number  of  units,  and  the  year  the  unit  was  built. 

•  Occupancy  status,  including  crowding  and  vacancy  status. 

•  Resident  profile  -  renter  or  owner,  and  marital  status. 

•  Household  income,  including  poverty  income  levels,  employment  status,  and  occupation. 

•  Housing  costs,  including  monthly  rent,  monthly  mortgage  payments,  utility  costs,  routine  maintenance 
fees,  and  real  estate  taxes. 

•  Labor  force  characteristics  for  households. 

•  Other  housing-related  information  and  trends. 

The  New  York  City  Survey  Instrument  and  its  Application 

The  New  York  City  HVS  data  have  been  utilized  by  local  policy  makers  to  determine  policy  on  the  City's 
housing  market,  including  its  rent  regulations  and  HUD's  housing  programs.  The  data  are  also  widely 
cited  and  utilized  by  private  groups. 

According  to  Dr.  Moon  Wha  Lee,  of  the  New  York  City  Department  of  Housing  Preservation  and 
Development  (HPD),  the  City  decided  to  retain  the  services  of  the  Census  Bureau  based  on  these 
reasons:  — 
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•  The  City's  need  for  an  unbiased,  objective  analysis  of  its  housing  condition. 

•  Concern  about  data  reliability. 

•  A  need  to  retain  an  agency  with  capability  to  generate  a  complete  address  list  for  purposes  of  data 
collection. 

•  A  need  to  ensure  that  survey  respondents  trust  the  data  collection  agency  and  to  protect  the 
respondent's  confidentiality. 

Bob  Callis,  staff  at  the  Census  Bureau,  states  that  his  agency  conducts  the  New  York  City  HVS  every  2 
years.  The  lengthy  survey  questionnaire,  which  is  developed  by  his  office,  is  completed  by  18,000 
household  units  whose  occupants  are  interviewed  by  a  trained  staff  of  150  Census  Bureau  interviewers 
The  New  York  City  HVS  questionnaire  guarantees  confidentiality  to  respondents,  assuring  them  that  th< 
will  be  interviewed  by  sworn  Census  employees,  and  that  the  information  will  be  used  for  statistical 
purposes  only.  The  questionnaire  contains  five  main  sections  that  are  organized  in  the  following  mann< 

•  The  interviewer's  notations  including  the  interviewer's  name;  date  of  interview;  record  of  visits; 
observation  of  the  condition  of  the  building;  the  building's  occupancy  status;  the  respondent's  name 
and  relationship  to  the  building;  number  of  occupants;  information  identifying  whether  or  not  the 
questionnaire  was  completed  and  reasons  it  was  not  completed;  and  the  form  used  by  the 
interviewer. 

•  The  household  roster  records  names  of  occupants,  identifies  the  respondent  as  the  owner  or  rente 
and  records  each  household  member's  age  and  gender. 

•  Occupied  Units  including  a  record  of  occupant  demographics;  tenure;  types  of  housing  expenses; 
source  and  form  of  housing  payments,  including  public  assistance  received;  building  amenities; 
whether  or  not  the  housing  unit  is  rent-regulated;  and  the  condition  of  the  unit. 

•  Vacant  Units  including  the  unit's  vacancy  or  occupancy  status;  building  size;  physical  description  of 
the  building;  building  amenities;  whether  the  unit  is  available  for  rent  or  for  sale,  or  whether  it  is  not  o 
the  market;  and  the  rental  rate. 

•  The  interviewer's  closing  statement,  including  a  request  for  the  respondent's  telephone  number  in 
case  there  is  a  need  for  follow-up  questions. 

According  to  Mr.  Callis,  the  New  York  City  HVS  is  completed  in  approximately  one  year.  The  fieldwork 
that  is  necessary  to  collect  survey  data  lasts  approximately  4  to  5  months.  Thereafter,  an  additional  6  tc 
7  months  is  required  to  complete  data  analysis  and  submit  data  and  findings  to  the  Department  of 
Housing  Preservation  and  Development  (HPD). 


Product,  Cost,  and  Application 

The  final  report  comprising  the  New  York  City  HVS  contains  500  pages.  It  also  includes  about  300 
tables,  300  graphs,  and  300  maps.  Dr.  Lee,  at  HPD,  notes  that  the  cost  to  produce  each  HVS  study 
varies  based  on  the  requirements  of  the  sponsor.  For  example,  expenditures  for  the  1996  HVS  study 
were  approximately  $3.6  million,  and  the  lengthier  1999  HVS  study  cost  approximately  $3.7  million. 

According  to  Dr.  Lee,  each  year's  report  not  only  contains  data  for  that  period,  but  also  incorporates  the 
previous  years'  results.  Once  the  study  is  completed,  the  Census  Bureau  releases  a  hard  copy  report 
together  with  a  microdata  file  to  HPD.  HPD  then  releases  a  summary  of  the  report  to  the  public,  and  a 
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report  of  findings  to  the  City  Council.  Members  of  the  public  can  also  purchase  copies  of  the  report 
!  directly  from  the  Census  Bureau. 

j  Dr.  Lee  points  out  that  the  New  York  City  HVS  serves  multiple  purposes.  Among  other  purposes,  It  is 
|  often  utilized  by  City  officials  to  review  other  housing  policies  and  programs,  including  the  programs  of 
j  the  Department  of  Housing  and  Urban  Development  (HUD). 
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Ullj0o  April  27,  2000 


MEMORANDUM 


TO:       Gloria  L.  Young,  Clerk  of  the  Board 
FROM:  Clarice  Duma,  Sr.  Legislative  Analyst 
RE:        Municipal  Utility  Districts 


Summary  of  Request 


A  request  for  assistance,  submitted  by  the  Clerk  of  the  Board  to  the  Office  of  the  Legislative 
Analyst  (OLA),  seeks  the  following  services: 

•  Research  on  jurisdictions  that  have  established  Municipal  Utility  Districts,  or  MUDs,  and 
the  process  involved  in  establishing  such  districts. 

•  Information  on  State  requirements  for  compliance  to  agencies  charged  with  forming 
wards,  including  specific  election  procedures. 

•  Documentation  on  the  election  process,  such  as  voter  pamphlet  guides. 


A  petition,  drafted  by  the  San  Francisco  Coalition  for  Lower  Utility  Bills  (SFCLUB)  for  the 
November  2000  election,  seeks  the  creation  of  a  Municipal  Utility  District  with  the  same 
exterior  boundaries  as  the  City  and  County  of  San  Francisco.  The  State  MUD  Act 
(§§11581-11614)  provides  that  a  qualifying,  signed  petition  containing  10  percent  of  the  total 
votes  that  were  cast  in  the  last  general  election  (excluding  absentee  votes)  enables  placement 
of  a  ballot  measure  for  the  creation  of  a  utility  district  in  the  next  election.  According  to  staff  at 
the  Department  of  Elections,  10  percent  of  the  total  votes  cast  in  San  Francisco's  November 
1998  general  election  amounts  to  18,384.  A  two-thirds  majority  vote  approving  district 
formation  would  authorize  the  district's  elected  board  of  directors  to  determine  policy  regarding 
San  Francisco's  electrical  distribution  system,  which  is  currently  operated  by  PG&E. 

San  Francisco  has  previously  explored  the  possibility  of  creating  an  electric  district.  In  1986. 
the  City  commissioned  a  feasibility  study  which  pointed  out  various  potential  impacts  if  San 
Francisco  were  to  operate  a  municipal  utility.  Once  the  study  was  completed,  the  City  did  not 
undertake  further  action. 

In  various  California  cities,  there  appears  to  be  a  resurgent  interest  in  forming  either  MUDs  or 
municipal  utilities.  Unlike  MUDs  which  can  be  formed  by  citizen  petition  or  by  Board  resolution, 
municipal  utilities  are  created  exclusively  by  an  action  of  the  City  Council  or  County  Board  of 
Supervisors.  In  the  City  of  Davis,  the  Coalition  for  Local  Power  has  begun  a  petition  drive  to 
create  a  MUD.  Earlier  efforts  to  create  a  municipal  utility  in  Lincoln,  CA  were  unsuccessful  and 
challenged  by  PG&E,  according  to  staff  at  the  Sacramento  MUD  or  SMUD. 

Municipal  Utility  Districts  (MUD)  in  California 

MUDs  formed  pursuant  to  the  1921  California  MUD  Act  are  authorized  to  acquire,  contract, 
own,  and  operate  facilities  needed  to  supply  light,  water,  heat,  power,  transportation,  and  other 
services.  Once  a  MUD  is  established,  its  elected  board  of  directors  governs  equally 
apportioned  wards  (based  on  the  number  of  voters)  in  the  district.  There  are  usually  five 
wards,  which  can  be  increased  to  seven  for  a  district  with  a  population  of  at  least  1  million  as 
of  January  1,  1974.  The  MUD's  board  of  directors  makes  policy  for  the  district  and  appoints  a 
general  manager  to  handle  operations.  In  addition  to  providing  utility  services  to  residents  and 
businesses,  a  MUD  can  incur  indebtedness,  issue  bonds,  or  invest  its  funds. 


Background 
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Jerry  Jordan,  the  Executive  Director  of  the  California  Municipal  Utility  Association  (CMUA), 
states  that  there  are  36  public  power  districts  in  California.  However,  only  two  entities  currently 
provide  electric  power  -  the  Sacramento  MUD  (or  SMUD)  -  California's  first  publicly-owned 
utility,  and  the  Lassen  MUD  in  Susanville. 

Sacramento  MUD  (SMUD):  Organized  in  1923,  SMUD  is  not  only  California's  first  MUD,  it 
also  ranks  as  the  fifth  largest  publicly-owned  electric  utility  in  the  nation.  It  is  governed  by  a 
board  of  seven  directors  who  serve  in  staggered  terms,  and  it  employs  about  2,026 
employees.  SMUD's  service  area  includes  Sacramento  County,  including  the  capital  city,  and 
a  portion  of  Placer  County,  covering  a  service  area  of  about  900  square  miles  with  a 
population  of  1.1  million.  (See  attachment  A  for  additional  information  on  SMUD) 

Lassen  MUD  (LMUD):  The  Lassen  MUD  was  formed  in  1986  and  currently  ranks  as 
California's  second  publicly-owned  electric  utility.  It  is  governed  by  a  five-member  board  of 
directors  and  serves  approximately  10,000  customers  in  Lassen  County.  In  forming  the  electric 
district,  Lassen's  Board  of  Supervisors  (BOS)  began  by  commissioning  a  feasibility  study,  at 
the  urging  of  Citizen  Power,  the  local  grassroots  committee  that  spearheaded  the  district 
formation  efforts.  According  to  John  Baxter,  LMUD's  general  manager,  Lassen's  citizen's 
group  worked  with  the  County  Planning  Director  to  create  5  district  wards,  which  are 
contiguous  with  Lassen's  voter  precincts.  Even  though  Lassen's  voters  approved  district 
formation  in  November  1986,  the  county  did  not  finalize  its  acquisition  of  CP  National's  electric 
facilities  until  1988.  (See  attachment  B  for  additional  information  on  LMUD) 

Compliance  with  State  Laws  and  Requirements 

Current  Law 

The  California  Municipal  Utility  District  Act  (§§1 1 501  to  14501) 

Provisions  in  the  California  MUD  Act,  now  codified  in  the  Public  Utilities  Code  as  Division  6, 
authorize  the  formation  of  MUDs  for  purposes  of  supplying  residents  in  those  districts  with 
utilities  such  as  light,  water  and  telephone,  reducing  unnecessary  uses  of  energy,  and 
engaging  in  alternate  energy  programs.  According  to  §1 1562,  the  district  formation  process 
can  be  proposed  by  a  Board  (of  Supervisors)  resolution  or  by  petition.  Attachment  C 
summarizes  various  provisions  of  the  Public  Utilities  Code  that  pertain  to  the  creation  of  a 
MUD. 

Requirements  and  Compliance  with  the  MUD  Act 

According  to  officials  at  SMUD  and  LMUD,  provisions  contained  in  the  State  MUD  Act  serve 
as  a  blueprint  for  agencies  charged  with  creating  utility  districts.  These  provisions  involve 
coordination  among  various  governmental  agencies,  including  the  Board  of  Supervisors,  the 
Office  of  the  Clerk  of  the  Board,  and  the  Department  of  Elections.  The  participation  of  the 
Office  of  the  City  Attorney  in  interpreting  and  providing  guidance  to  local  officials  in  these 
agencies  would  therefore,  also  be  crucial. 

•  Clerk  of  the  Board  (COB):  When  district  formation  is  proposed  by  petition,  the  COB 
must  certify  the  sufficiency  of  signatures  for  that  petition,  and  forward  a  "sufficient" 
petition  to  the  Board  of  Supervisors  that  must  then  order  the  election  call  for  district 
formation.  Additionally,  any  ordinances  and  notices  regarding  the  proposed  district  must 
be  published  once  a  week  for  two  successive  weeks  in  a  newspaper  of  general 
circulation  published  within  the  district. 

In  §1 1647,  the  MUD  Act  requires  that  nominees  for  the  office  of  director  (for  the  MUD) 
receive  written  petition  of  at  least  50  voters  in  the  ward  in  which  they  reside.  The  MUD 
Act  is  however,  silent  on  whether  the  COB  would  also  be  charged  with  certifying  the 
sufficiency  of  signatures  for  those  petitions. 
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•  Board  of  Supervisors  (BOS  or  the  Board)  -  State  law  assigns  specific  responsibilities  to 
the  BOS.  The  BOS  calling  the  elections  is  required  to  make  arrangements  for  the 
election  and  fund  the  cost  of  a  general  election.  However,  a  special  election  held 
exclusively  to  determine  the  matter  of  district  formation  must  be  funded  through  a  tax 
levy  on  all  taxable  property  located  in  the  proposed  district. 

Following  the  COB's  certification  of  petition  signatures,  the  BOS  is  required  to  establish 
five  district  wards  prior  to  calling  the  election  for  district  formation.  The  MUD  Act  also 
requires  the  BOS,  upon  receipt  of  the  COB's  certification  of  signatures  for  the  petition,  to 
call  the  election  without  delay.  Section  1 1641  states  that  the  election  must  occur  no  less 
than  74  days  following  the  Board's  order  calling  for  the  election.  Section  1 1643.1  states 
that  within  five  days  of  the  notice  of  the  election  call,  the  BOS  must  send  written 
notification  of  the  election  call  to  the  LAFCO's  executive  officer.  Such  notification,  which 
may  be  in  the  form  of  a  resolution  adopted  by  the  legislative  body,  must  include  the 
name  and  description  of  the  proposed  district. 

Following  the  district  formation  election,  the  BOS  is  also  responsible  for  canvassing  the 
cast  votes  on  the  next  Monday  following  the  date  of  the  election.  If  the  measure  passes 
by  a  two-thirds  vote,  the  BOS  must  order  and  declare  the  district  created  and 
established.  The  Board  must  also  canvass  the  returns  for  the  board  of  directors' 
elections,  and  declare  winning  candidates  for  each  ward.  As  a  final  step,  §1 1 681  of  the 
MUD  Act  requires  the  BOS  to  file  a  certified  copy  of  the  order  declaring  the  results  of  the 
election  with  the  Secretary  of  State. 

•  The  Local  Agency  Formation  Commission  (LAFCO)  -  Within  five  days  following  the 
BOS's  notification  of  an  election  call,  the  executive  officer  of  the  LAFCO  must  submit  an 
impartial  analysis  and  a  description  of  the  proposed  MUD  formation  (not  exceeding  500 
words)  to  the  commission  for  approval.  Once  the  analysis  is  approved  by  the  LAFCO,  it 
must  be  submitted  to  the  elections  officials  in  the  proposed  district.  Since  San  Francisco 
does  not  have  a  LAFCO,  the  Office  of  the  City  Attorney  will  need  to  advise  the  BOS  and 
other  interested  parties  how  functions  assigned  to  a  LAFCO  will  be  addressed  in  San 
Francisco. 

•  Elections  Officials  -  The  MUD  Act  refers  to  "elections  officials;"  however,  it  is  not  clear 
whether  the  reference  is  reserved  entirely  for  officials  in  the  Elections  Department  or 
could  also  include  other  City  and  County  officials.  Nevertheless,  State  law  requires  that 
any  written  arguments  for  or  against  the  proposed  district  formation  be  filed  with  the 
election  officials  at  least  54  days  before  the  district  formation  election.  If  more  than  one 
argument  is  received,  election  officials  are  authorized  to  select  and  prioritize  arguments 
that  will  be  printed  in  the  ballot,  with  first  preference  given  to  the  BOS  or  its  members. 
Additionally,  election  officials  are  required  to  print  the  ballot  pamphlet  and  mail  it  to  each 
eligible  voter  at  least  10  days  before  the  election  date.  The  contents  of  the  ballot 
pamphlet  are  described  below. 

Ward  Formation 

Section  11642  of  the  MUD  Act,  requires  the  BOS  to  create  five  wards  for  the  proposed  district 
prior  to  calling  the  election.  Additionally,  the  wards'  boundaries  are  to  be  drawn  such  that  there 
is  approximately  an  equal  number  of  voters  in  each  ward.  Jim  Simpson,  a  MUD  consultant, 
has  indicated  that  the  function  of  creating  wards  is  essentially  the  responsibility  of  the  Clerk  of 
the  Board,  who  could  then  also  enlist  the  participation  of  other  City  and  County  agencies. 

The  Ballot  Pamphlet  (3S1 1643.4  and  11645): 

The  ballot  pamphlet,  as  "official  matter"  must  comply  with  provisions  in  §13303  of  the  Elections 
Code.  Election  officials  are  required  to  create,  print  and  mail  a  ballot  pamphlet  on  the  MUD 
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formation  election  to  each  voter  in  the  district.  Section  1 1643.4  of  the  MUD  Act  also  provides 
that  the  contents  of  the  ballot  pamphlet  be  provided  in  this  order: 

a.  Complete  text  of  the  proposition. 

b.  Impartial  analysis  prepared  by  the  LAFCO. 

c.  Argument  for  the  proposed  district  formation. 

d.  Argument  against  the  proposed  district  formation. 

In  addition,  Section  1 1645  states  that  the  ballot  shall  inquire  the  following  information  of  the 
voter: 


Shall  the  "(giving  name  thereof) 
municipal  utility  district"  be 
created  and  established? 

YES 

NO 

A  sample  LMUD  ballot  with  arguments  is  provided  as  attachment  D. 

CONCLUSION 

As  stated  earlier,  the  MUD  Act  provides  basic  guidelines  to  public  officials  and  other  interested 
parties  on  the  district  formation  process.  As  San  Francisco  undergoes  this  process,  there  will 
be  need  for  coordination  and  collaboration  among  various  City  and  County  agencies.  As 
stated  earlier,  the  guidance  of  the  Office  of  the  City  Attorney  will  also  be  crucial  in  clarifying 
many  of  the  "vague"  sections  of  the  MUD  Act  in  order  to  ensure  compliance  by  City  and 
County  officials. 

The  Office  of  the  Legislative  Analyst  has  identified  the  following  areas  as  requiring  further 
clarification: 

1.  Various  sections  of  the  MUD  Act  refer  to  specific  responsibilities  of  the  BOS.  However,  it 
is  not  clear  which  of  the  BOS  functions  would  be  performed  exclusively  by  members  of 
the  Board,  which  functions  would  be  the  responsibility  of  the  COB,  and  what  the  level  of 
coordination  should  be  between  those  two  entities. 

2.  Section  1 1643.1  describes  the  responsibilities  of  a  LAFCO,  an  agency  that  does  not 
exist  in  San  Francisco.  The  City  Attorney's  Office  will  need  to  clarify  how  the  functions 
assigned  to  a  LAFCO  would  be  performed  in  San  Francisco. 

3.  In  §§1 1643.2  to  1 1 .643.4,  the  MUD  Act  refers  to  "officials  in  charge  of  conducting  the 
district  formation  election"  and  to  "Elections  Officials."  There  is  need  to  clarify  whether 
these  references  would  apply  exclusively  to  San  Francisco's  Department  of  Elections  or 
could  also  include  other  public  agencies. 

4.  The  City  Attorney's  Office  must  also  clarify  the  applicability  of  State  Proposition  218  to 
MUDs,  particularly  in  regard  to  any  taxes  that  may  be  levied  on  property  owners  in  the 
proposed  district. 

The  Office  of  the  Legislative  Analyst  will  continue  to  provide  additional  information  as  it 
becomes  available. 

ATTACHMENT  C 

Summary  of  the  California  MUD  Act:  Guidelines  for  Local  Agencies 

Petition  Process  (§11507):  Qualifying  petitions  must  contain  10  percent  of  the  total  votes  cast, 
excluding  absentee  voter  ballots  within  the  proposed  district,  based  on  results  of  the  last 
general  election. 
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Electricity  District  (§11 509):  An  electric  MUD  serves  more  than  100,000  customers. 

Elections  (§1 1533):  An  election  for  a  MUD  district  shall  be  held,  conducted,  and  the  results 
declared  "as  nearly  as  practicable"  in  conformity  with  State  laws  for  general  elections, 
including  the  Elections  Code. 

Ordinances  and  Notices  §11534)  -  All  ordinances  and  notices  required  under  these  provisions 
must  be  published  once  a  week  for  two  consecutive  weeks  in  a  newspaper  of  general 
circulation  within  the  district. 

Request  by  Petition:  Article  3  (§§11611  to  11614)  of  the  MUD  Act  addresses  procedures 
involving  petitions.  Instead  of  a  resolution,  State  law  permits  electors  to  present  a  petition  to 
the  board  of  supervisors  (BOS)  of  the  county  containing  the  largest  number  of  voters  within 
the  proposed  district.  Such  petition  must  be  signed  by  voters  comprising  at  least  10  percent  of 
the  total  vote  cast  in  the  last  general  state  election,  excluding  absentee  voter  ballots.  The 
petitioners  must  declare  in  their  petition  that  public  interest  or  necessity  demands  the  creation 
and  maintenance  of  a  MUD.  The  Clerk  of  the  Board  (COB)  is  required  to  compare  the 
signatures  to  the  petition  with  the  affidavits  of  registration  and  provide  certification  regarding 
their  sufficiency  or  insufficiency. 

Call  of  Election  by  County  Board  of  Supervisors  (BOS)  (§11641):  The  BOS,  upon  receiving  a 
"sufficient"  petition,  is  required  to  call  an  election  within  the  proposed  district  "without  delay"  for 
the  next  established  election  date:  1)  to  determine  if  the  voters  support  the  creation  of  a  MUD 
and  2)  for  the  election  of  the  proposed  MUD's  first  board  of  directors.  The  election  must  be 
held  on  the  next  established  election  date  no  less  than  74  days  following  the  date  of  the  BOS's 
call  for  election. 

Creation  of  the  MUD's  Wards  (§1 1642):  The  BOS  must  create  five  wards  for  the  proposed 
district  before  calling  the  election.  The  boundaries  for  the  wards  shall  be  drawn  such  that  each 
contains  approximately  an  equal  number  of  voters. 

Notice  and  Publication  of  Election  (§1 1643):  Once  the  wards  are  established,  the  BOS  shall 
then  'notice'  the  election  to  residents  of  the  proposed  district.  In  addition  to  publishing  notice  of 
the  election,  the  BOS  is  required,  within  five  days  of  calling  the  election,  to  notify,  by  registered 
mail,  the  executive  officer  of  the  local  agency  formation  commission  (LAFCO)  of  the  county  of 
the  proposed  district.  The  executive  officer  shall  then,  within  five  days  following  notification, 
also  submit  for  the  commission's  approval,  an  impartial  analysis  and  description,  not 
exceeding  500  words,  of  the  proposed  MUD  formation.  The  commission,  upon  receipt  of  the 
executive  officer's  analysis,  is  required  to  approve  or  modify  the  analysis,  and  submit  it  to 
officials  responsible  for  conducting  the  MUD  formation  election. 

Written  arguments  against  the  MUD  formation  proposition  may  be  filed  with  the  officials 
responsible  for  conducting  the  election  at  least  54  days  before  the  date  of  the  MUD  formation 
election.  If  more  than  one  argument  is  submitted,  election  officials  shall  give  preference  to 
arguments  submitted  by  the  BOS  or  its  members  over  arguments  submitted  by  individual 
voters  or  citizen  groups. 

The  Ballot  Pamphlet  (§11643.4):  The  ballot  pamphlet,  as  "official  matter"  must  comply  with 
provisions  in  Section  13303  of  the  Elections  Code.  Election  officials  are  required  to  create, 
print  and  mail  a  ballot  pamphlet  for  the  MUD  formation  election.  The  pamphlet  shall  be  mailed 
to  each  eligible  voter  in  the  proposed  district  at  least  10  days  before  the  election  date.  The 
contents  of  the  ballot  pamphlet  shall  be  provided  in  this  order: 

a.  Complete  text  of  the  proposition. 

b.  Impartial  analysis  prepared  by  the  LAFCO. 

c.  Argument  for  the  proposed  district  formation. 

d.  Argument  against  the  proposed  district  formation. 
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In  addition  to  providing  written  instructions,  §1 1645  states  that  the  ballot  shall  ask  the  voters 
the  following: 


Shall  the  "(giving  name  thereof) 
municipal  utility  district"  be  created  and 
established 

YES 

NO 

Election  of  Directors  (§§1 1646  -  1 1649):  The  names  of  the  nominees  for  each  ward  must  be 
contained  in  the  ballot.  Nominees  for  the  board  of  directors  qualify  by  written  petition  of  at  least 
50  voters  of  the  ward  in  which  the  nominee  resides.  Candidates  are  then  voted  upon  at  large, 
and  every  voter  in  the  proposed  district  may  vote  for  all  the  candidates  for  director. 

Consolidation  of  Elections  and  Canvass  of  Votes  (§§1 1650  0  1 1654):  The  MUD  formation 
election  may  be  consolidated  with  and  held  on  the  same  day  as  other  state,  county  or  city 
elections.  The  Monday  following  the  election,  the  BOS  is  required  to  meet  and  canvass  the 
votes  cast  at  that  election.  Additionally,  the  BOS  must  canvass  the  returns  of  each  public 
agency,  and  order  and  declare  the  creation  and  establishment  of  the  district  if  the  measure 
receives  a  two  thirds  majority  vote  within  the  districts  "as  first  proposed"  according  to  the 
election  register.  Additionally,  the  BOS  is  required  to  canvass  the  returns  of  the  election  for  the 
candidates  running  for  the  board  of  directors,  as  well  as  declare  the  candidates  receiving  the 
majority  votes  in  each  ward. 

Cost  of  MUD  Election  (^§1 1656):  The  BOS  is  responsible  for  arranging  the  holding  of  the 
election  as  well  as  for  paying  costs  associated  with  the  general  election.  However,  the  costs  of 
a  special  election  would  be  funded  through  property  taxes  levied  on  taxable  property  in  the 
proposed  district. 
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RE-  File  No.  00050&  -  Non-profit  and  small  business  rents  .Jf  TOLIC  LIBRARY 

100  Larkm  Street  Govt  Information  ( 

Summary  of  Request 


A  motion  approved  by  the  Board  of  Supervisors  (the  Board)  requests  the  Office  of  the  Legislative  Analyst  to 
prepare  a  report  that  surveys  other  comparable  locales  to  find  solutions  for  assisting  non-profits  and  small 
businesses  in  dealing  with  escalating  rents  and  operating  costs,  and  maintaining  and  creating  leasing 
opportunities  in  a  hot  market  economy. 


Background 

In  many  major  cities,  including  San  Francisco,  Los  Angeles,  and  New  York,  the  demand  for  commercial  space 
has  reached  an  all  time  high.  In  San  Francisco,  the  demand  for  office  space  has  spilled  over  to  historically  less 
affluent  areas  of  the  City  such  as  the  Mission  and  South  of  Market  districts.  These  areas,  with  their  low  rents, 
have  in  recent  years  caught  the  interest  of  many  high  technology  or  "dot  com"  firms  that  are  locating  in  San 
Francisco.  The  spill  over  has  however,  clashed  with  some  long-time  tenants,  such  as  neighborhood-serving  non 
profit  organizations  and  small  businesses,  which  have  long-standing  relationships  with  residents  of  these  areas 
Several  local  non  profits  in  the  Mission  such  as  the  Cartoon  Art  Museum,  the  Dancers'  Group,  and  the  Joe 
Goode  Performance  Group  have  lost  their  space.  A  group  of  non  profits  at  the  Bay  View  Bank  Building  in  the 
same  district  also  faces  the  prospect  of  displacement.  There  is  concern  that  as  rents  continue  to  escalate,  many 
non  profits  and  small  businesses  will  be  squeezed  out  of  the  rental  market,  and  that  services  they  provide  to  the 
City's  under-served  communities  will  be  curtailed. 


According  to  the  City's  Division  of  Real  Estate  (DRE),  with  vacancy  rates  for  commercial  space  currently 
between  1  and  2  percent,  rates  for  commercial  space  in  San  Francisco  have  escalated  exponentially  in  the  last  3 
to  5  years.  In  San  Francisco  Office  Market,  CB  Richard  Ellis  reports  a  tight  office  market  in  San  Francisco  for 
first  quarter  2000.  This  commercial  real  estate  company  reports  an  average  vacancy  rate  of  1.1%  for  all  office 
space  in  San  Francisco,  with  an  even  lower  vacancy  rate  of  0.6%  for  Class  A  space.  CB  Richard  Ellis  also 
states  that  the  average  availability  rate  for  office  space  citywide  is  3%,  and  reports  the  average  asking  price  for 
office  space  at  around  $59/square  foot  per  year.  (See  attachment  for  additional  information  on  this  report) 


Non  profits  and  the  San  Francisco's  Real  Estate  Market 


Various  City  agencies  hold  contracts  with  over  350  local  non-profit  intermediaries  who  deliver  direct  services  to 
residents  of  San  Francisco.  Many  of  the  nonprofit  organizations  provide  services  in  the  City's  low-  and 
moderate-income  communities  such  as  the  Tenderloin,  mid-  and  South  Market,  and  the  Mission  districts,  among 
others.  These  are  areas  of  the  City  which,  in  recent  years,  have  attracted  many  new  businesses,  especially  high 
technology  firms.  In  response  to  concerns  about  rent  hikes  and  the  displacements  of  non  profits,  the  Mayor's 
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Office  of  Community  Development  (MOCD)has  begun  compiling  survey  data  on  the  effects  of  the  current  real 
estate  market  on  San  Francisco's  non  profit  organizations. 

The  MOCD  Survey  &  Findings 

Last  November  1999,  MOCD  designed  a  survey  instrument  which  was  distributed  to  approximately  120  non 
profits  that  are  recipients  of  MOCD's  Community  Development  Block  Grants  (CDBG).  The  survey  sought  to 
identify  non  profits  by  their  property  status  (that  is,  whether  they  own  or  rent  their  space),  anticipated  space 
needs,  current  rental  sites  and  clusters,  those  contemplating  purchasing  buildings,  their  current  and  anticipated 
rental  costs,  and  trends  in  lease  patterns.  With  65  organizations  (or  approximately  55%)  responding,  the  initial 
survey  findings  indicate  the  following: 

•  Non  profit  survey  respondents  ranged  from  service  providers  to  housing  providers  who  serve  youth,  seniors, 
immigrants,  and  other  specific  populations  and  neighborhoods. 

•  58  organizations  (or  approximately  89%)  were  renting  their  office  space. 

•  Monthly  lease  rates  ranged  from  $0.26  to  $3.87/sq.  ft.  Approximately  35%  of  the  leases  were  under  $l/sq. 
ft.  Additionally,  a  few  of  the  leases  under  $l/sq.  ft  were  held  with  either  religious  or  other  non-profit 
organizations. 

•  Almost  50%  of  the  leases  would  expire  by  year  2000. 

•  Approximately  62%  of  the  nonprofit  respondents  lease  between  1000  and  3000  sq.  ft.  of  space.  The 
remaining  38%  of  the  respondents  occupy  over  3000  sq.  ft. 

•  The  total  square  footage  for  all  the  respondents'  offices  amounts  to  2 1 5,000/sq.  ft. 

•  25  of  the  32  leases  (or  78%  of  the  leases)  reported  in  the  period  1983  to  1998  were  for  5  or  more  years. 

•  Of  the  1 1  leases  renegotiated  in  1999,  over  50%  had  lease  terms  of  1  year  or  less,  and  3  were  for  5  or  more 
years. 

•  Approximately  70%  of  the  leases  will  expire  in  the  next  3  years. 

•  In  mapping  rental  sites  for  the  respondents,  MOCD  observes  two  cluster  zones  representing  one  quarter  of 
the  respondents: 

•  Zone  1 :  On  Market  and  Mission  Streets,  between  7th  and  3rd  Streets. 

•  Zone  2:  On  Mission  Street  from  the  1500^  to  the  1900th  blocks. 

Based  on  these  initial  findings,  MOCD  concludes  that  there  is  urgency  for  the  City  to  adopt  short  and  long  term 
strategies,  including  the  location  of  permanent  space,  in  order  to  "alleviate  the  rent  crisis." 

Jurisdictional  Approaches  to  Addressing  Escalating  Rents  and  Operating  Costs 

Various  jurisdictions  have  undertaken  aggressive  steps  to  retain  and  attract  businesses  to  their  communities, 
while  acting  to  preserve  the  character  of  their  neighborhoods.  Following  are  examples  from  various  cities  in 
California  and  New  York  of  services  provided  to  small  businesses,  including  non-profits: 

*   Palo  Alto:  In  the  mid  1990s,  Palo  Alto's  commercial  real  estate  market  was  characterized  by  higher  rents 
and  lower  vacancy  rates  for  office  and  retail  space  compared  to  the  rest  of  the  Peninsula  and  South  Bay. 
Commercial  rents  in  downtown  Palo  Alto  typically  were  as  much  as  50  percent  higher  than  nearby 
communities.  Concern  over  out-of-control  rents  led  Palo  Alto  to  establish  citywide  goals  which  include 
modest  business  growth  that  is  compatible  with  the  City's  residential  character.  Given  the  strong  demand 
for  non-residential  space,  the  City  has  faced  the  challenge  of  carefully  balancing  the  needs  of  business 
against  those  of  neighborhoods  in  making  growth  decisions.  Palo  Alto  has  consequently  adopted  limits  on 
the  amount  of  nonresidential  floor  space  that  may  be  added,  based  on  the  results  of  its  1 989  Citywide  Land 
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Use  and  Transportation  Study.  It  also  adopted  redevelopment  goals  that  require  the  City  to  provide  various 
incentives  in  order  to  encourage  owners  to  upgrade  commercial  properties.  Incentives  include  reduced 
parking  requirements,  credit  for  on-street  parking,  and  increases  in  allowable  floor  area.  However,  such 
incentives  may  be  used  only  where  they  are  needed  to  stimulate  redevelopment  or  to  contribute  to  housing 
or  community  design  goals.  Thus  far,  3  areas  of  the  City  have  been  identified  for  such  redevelopment 

San  Jose:  San  Jose  created  The  Enterprise  Network  (TEN),  a  non  profit  dedicated  to  promoting  new 
business  and  economic  growth  in  the  greater  Silicon  Valley  through  public/private  collaboration.  Member 
services  include  office  facilities,  Internet  access,  telecommunications,  professional  services,  and  assistance 
for  new  start-ups.  San  Jose  s  Office  of  Economic  Development  reports  that  the  City  also  provides  an  online- 
listing  of  brokers  that  is  available  to  any  firms  that  need  commercial  space. 

San  Jose  has  also  reached  out  to  the  State  for  assistance.  State  Assemblyman  Tony  Cardenas  (D-Sylmar) 
has  drafted  AB  77  which  seeks  to  provide  economic  development  opportunities  to  San  Jose,  Santa  Ana,  and 
the  San  Fernando  Valley.  These  regions  were  reported  to  be  in  most  need  of  business  development  services 
by  the  State  Trade  and  Commerce  Agency  (TCA)  in  its  analysis  of  capital  needs  in  California  in  relation  to 
the  State's  small  business  loan  guarantee  program.  If  approved,  AB  77  would  appropriate  $  1.5  million  from 
the  general  fund  to  the  Small  Business  Expansion  Fund  for  the  purpose  of  operating  satellite  offices  of 
existing  small  business  development  corporations  in  these  3  areas. 

Sunnyvale,  CA:  Sunnyvale,  located  in  the  heart  of  Silicon  Valley,  has  been  ranked  the  "most  attractive 
American  big  city  in  which  to  operate  a  business"  by  Business  Development  Outlook  Magazine.  The  City 
has  developed  a  strong  economic  development  customer  service  program  committed  to  supporting  local 
businesses  or  businesses  that  wish  to  expand  or  locate  in  Sunnyvale.  Additionally,  decisions  affecting  nev> 
development,  including  office  development,  must  include  input  from  residents  and  businesses  regarding 
issues  of  aesthetics  and  functionality.  Sunnyvale's  land  use  goals,  adopted  by  the  City  Council  in  1993,  also 
address  the  concentration  of  commercial  space  and  pedestrian  environments  and  maintenance  of  the 
residential  character  of  surrounding  neighborhoods.  For  new  developments,  Sunnyvale  conducts  extensive 
studies  of  traffic,  air  quality  and  fiscal  impacts  to  the  City. 

Oakland,  CA  -  Oakland  has  been  gearing  itself  up  as  a  magnet  for  new  firms  that  seek  to  locate  in  the  Bay 
Area.  In  the  last  3  years,  over  300  technology-related  firms  have  settled  in  Oakland.  Because  of  Oakland  's 
significantly  lower  Class  A.  B  and  C  office  rents,  compared  to  other  regions  in  the  Bay  Area,  the  City  is 
attracting  many  companies  Oakland  has  created  the  Development  Action  Team,  comprising  a  team  of 
professionals,  charged  with  streamlining  all  economic  development,  redevelopment,  planning,  zoning, 
building  services,  and  housing  development  processes.  Additionally,  projects  located  in  redevelopment 
areas  benefit  from  tax  increment  financing  and  other  special  benefits  managed  by  the  Redevelopment 
Agency. 

Business  incentives  also  help  Oakland  remain  competitive  in  the  regional  market  place,  and  include  an 
industry-specific  business  tax  abatement  program  and  assistance  with  locating  space.  The  City  employs 
federal  and  state  programs  to  provide  business  incentives  and  has  a  municipal  lending  unit  that  supports 
local  businesses.  For  small  businesses  and  potential  owners,  Oakland  provides  assistance  and  training 
opportunities  some  of  which  are  offered  at  no  cost,  or  at  low  cost. 

A  One  Stop  Small  Business  Center  works  closely  with  other  local  agencies  and  institutions  to  provide  small 
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businesses  with  a  comprehensive  scope  of  services,  which  include  preparing  a  business  plan  to  compiling 
financial  reports  needed  for  obtaining  financing.  The  City's  One  Stop  Capital  Shop,  supported  by  resources 
from  the  US  Small  Business  Administration  (SB A),  aims  to  attract,  strengthen  and  retain  the  City's  base  of 
small  businesses. 

*  Emeryville,  CA  -  In  recent  years,  Emeryville  has  experienced  an  increase  in  business  activity,  particularly 
from  high  technology  companies  drawn  to  lower  rents  in  this  Bay  Area  location.  While  not  experiencing  an 
office  space  crunch  at  the  same  level  as  San  Francisco,  the  City  works  in  conjunction  with  local  real  estate 
agents  to  provide  the  Real  Estate  Map  (REM),  a  web  application  that  helps  prospective  tenants  and 
purchasers  find  available  property.  The  REM  also  enables  businesses  to  gain  access  to  economic,  market 
and  demographic  data  on  Emeryville.  The  REM  data  are  updated  periodically  by  real  estate  professionals 
and  property  owners. 

*  Los  Angeles,  CA:  The  Office  of  the  Mayor  has  created  various  programs  aimed  at  assisting  local  businesses 
It  established  the  Los  Angeles  (LA)  Business  Team,  a  citywide  business  assistance  program  charged  with 
retaining,  attracting  and  supporting  firms  which  do  business  and  provide  new  jobs  in  Los  Angeles.  Since 
1996,  the  Business  Team  has  assisted  over  1,300  companies  representing  more  than  200,000  jobs,  and 
assisted  more  than  500  potential  new  development  projects.  The  City  launched  the  $126.5  million  Valley 
Business  Lending  Partnership,  a  joint  effort  of  16  local  banks,  and  the  Valley  Economic  Development 
Center  to  loan  millions  to  small  businesses  in  San  Fernando  Valley. 

The  City  has  also  established  the  Community  Development  Bank  (CDB)  to  spur  economic  growth  in  low 
and  moderate  income  areas  of  LA.  CDB  received  initial  funding  of  $430  million  from  the  federal 
government  and  $210  million  from  local  banks,  and  these  funds  will  provide  loans,  venture  capital  and  other 
funding  options,  as  well  as  technical  assistance,  largely  through  community  development  organizations 
The  City  also  provides  incentives  to  local  businesses  that  make  Los  Angeles  more  competitive  than  other 
surrounding  cities.  Through  its  strategic  industry  and  government  alliances,  the  City  links  businesses  to  a 
network  of  opportunities  including  financing,  tax  incentives,  real  estate,  low-interest  loans,  job  training 
programs,  permits  and  outreach  to  federal  and  state  agencies.  The  City  also  leverages  its  resources  with 
those  of  the  local  commercial  real  estate  community  to  help  find  strategic  locations  for  local  businesses, 
including  information  regarding  low-interest  loans  for  property  acquisition  and  construction. 

*  New  York  City  -  For  ovc-  a  decade,  New  York  City  has  faced  a  hot  real  estate  market  marked  by  high  rents 
In  Manhattan,  lease  rates  for  Class  B  office  space  are  as  high  as  $35  to  40/square  foot  per  year.  When  many 
non  profits  were  being  priced  out  of  the  real  estate  market,  the  City  began  a  special  program  with  private 
property  owners  who  were  willing  to  lease  space  to  non  profit  organizations  at  affordable  rates.  Benefits  to 
participant  owners  were  in  the  form  of  property  tax  exemptions.  Other  private  sector  efforts  include 
involvement  by  firms  such  as  CSI  Consultants,  Inc.,  a  real  estate  brokerage  service  that  helps  small  and  mid- 
size non  profits  locate  and  retain  office  space.  CSI  also  assists  non  profits  with  limited  real  estate 
experience  to  negotiate  favorable  lease  terms  with  landlords.  CSI's  services  are  provided  to  non  profits  at 
no  cost  or  at  reduced  ra.es.  The  City  has  also  supported  the  purchase  of  buildings  by  non  profits. 

Summary:  Jurisdictional  Approaches 

As  illustrated  above,  many  cities  have  taken  aggressive  steps  to  support  their  local  businesses,  while 
concentrating  their  efforts  and  resources  at  business  retention  and  attraction  activities.  Among  the  cities 

City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Ro*m  244  ♦  San  Francisco,  California  94102-4689 
Tek  phone  (415)  554-5184  ♦  Fax  (415)  554-7786  •  TDD  (415)  554-5227 


surveyed  by  our  office,  we  found  that  many  had  either  launched  similar  programs  or  adopted  similar  strategic 
approaches,  such  as  the  following: 

•  Non  Profit  Assistance:  New  York  City  has  successfully  launched  a  program  that  specifically  addresses  the 
needs  of  non  profits.  New  York  also  encourages  private  businesses  to  provide  affordable  space  to  non 
profits.  Incentives,  in  the  form  of  property  tax  exemptions,  have  made  the  program  attractive  to 
participating  businesses. 

•  Land  Use  and  Business  Growth:  In  many  cities,  land  use  and  local  growth  decisions  and  policies  reflect  a 
commitment  by  public  officials  to  balance  business  growth  with  the  need  to  preserve  neighborhood 
character,  including  neighborhood-serving  enterprises.  Palo  Alto,  for  example,  has  adopted 
recommendations  from  its  1989  Land  Use  Study  which  limit  the  amount  of  new  nonresidential  floor  space 
Sunnyvale  conducts  careful  planning  in  making  decisions  about  new  development,  including  office 
development.  It  also  solicits  and  incorporates  input  from  its  residents  and  local  businesses  in  land  use  and 
redevelopment  issues. 

•  Public/Private  Collaboration:  In  all  surveyed  cities,  local  businesses  benefit  from  a  mynad  of  resources  and 
assistance,  such  as  financing,  technical  assistance,  and  referral  services,  that  are  generated  through 
public/private  sector  collaborations,  In  Oakland,  the  One  Stop  Capital  Shop,  supported  by  resources  from 
the  US  Small  Business  Administration  (SBA),  is  charged  with  the  attraction,  strengthening  and  retention  of 
the  City's  base  of  small  businesses.  Business  development  strategies  in  these  cities  succeed  because  they 
are  fostered  within  the  structure  of  overarching  business  development  corporations  such  as  the  Development 
Action  Team  in  Oakland,  the  Mayor's  Business  Team  in  Los  Angeles,  and  The  Enterprise  Network  in  San 
Jose.  Additionally,  these  entities  work  closely  with  their  local  governmental  agencies,  such  as  Economic 
Development  and  Redevelopment  Agencies,  which  are  authorized  to  spearhead  innovative  redevelopment 
efforts.  Cities  such  as  Emeryville  with  its  REM,  and  Los  Angeles  also  work  closely  with  local  real  estate 
groups,  mostly  by  providing  a  referral  service  for  small  businesses  that  need  relocation  assistance  and 
affordable  commercial  space. 

•  Business  Incentives:  In  various  cities,  local,  state,  and  federal  incentives  are  available  for  small  businesses 
and  for  businesses  that  participate  in  community  development  efforts.  In  Palo  Alto,  business  incentives  are 
available  only  for  activities  that  stimulate  redevelopment  or  that  promote  housing  and  community  design 
goals.  The  New  York  model  provides  property  tax  exemptions  to  businesses  that  house  local  non-profits  at 
affordable  lease  rates.  In  Los  Angeles,  business  incentives  are  a  business  attraction  tool  that  gives  the  Or.  a 
competitive  urge  against  other  neighboring  cities. 


Conclusions 

With  many  non  profits  and  small  businesses  faced  with  the  prospect  of  displacement  or  expiring  leases,  the  City 
must  employ  both  short  term  and  long  term  strategies  to  address  the  current  crunch  in  San  Francisco's 
commercial  space.  Intradepartmental  collaborations  focused  on  business  retention,  the  provision  of  business 
incentives  together  with  public/private  alliances  to  encourage  the  private  sector  to  provide  affordable  space  to 
non  profits  and  small  businesses,  and  a  willingness  to  assess  the  efficacy  of  current  zoning  controls  -  these  are 
approaches  which  have  been  adopted  in  other  jurisdictions,  and  which  could  also  be  considered  in  San  Francisco 
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Economic  Conditions 

San  Francisco's  economic  indicators  remained  strongly  positive  dur- 
ing the  1"  quarcer  of  2000.  The  City  it  enjoying  its  lowest  unemploy- 
ment ever,  registering  a  rate  of  less  than  2.0%.  San  Francisco's  dy- 
namic economy  has  attracted  some  of  the  nation's  beat  scientific, 
managerial  and  professional  talent,  producing  a  unique  synergy  in 
the  form  of  a  highly  skilled,  in-demand  workforce.  Nearly  28,000 jobs 
have  been  added  in  the  San  Francisco  Metropolitan  Statistical  Area 
within  the  past  twelve  months. 

Once  again,  construction  led  employment  growth  with  on  annual 
increase  of  12.0%.  The  P.I.R.E.  sector  is  still  in  recovery  mode,  post- 
ing slightly  negative  employment  growth  this  quarter.  Even  so,  San 
Francisco  will  continue  to  outperform  the  majority  of  US  cities  on  the 
basis  of  its  focus  on  technological  and  capital  investment,  as  well  as 
its  appeal  as  one  of  toe  most  desirable  locations  in  the  world. 
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LEGISLATIVE  ANALYST  REPORT 


TO:  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
FROM:  PAULA  VLAMINGS,  Legislative  Analyst 
DATE:  May  19,  2000 

RE:  Living  Wage  Update  Report  --  File  99-0252 

SUMMARY  OF  REQUEST 

In  September  of  1998,  the  Honorable  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative 
Analyst  review  other  living  wage  proposals  and  report  on  major  policy  issues  raised  by  a  proposed  living 
wage  ordinance.  Our  office  issued  a  report  in  response  to  that  request  in  November  of  1 998.  The  purpose 
of  this  report  is  to  update  the  Board  on  the  status  of  living  wage  initiatives  in  other  jurisdictions,  and  also 
to  briefly  identify  major  policy  issues  associated  with  the  proposed  living  wage  ordinance  in  San 
Francisco,  based  on  current  available  information. 


EXECUTIVE  SUMMARY 


There  are  now  over  45  jurisdictions  which  have  adopted  some  type  of  living  wage  policy  with  varying 
levels  of  coverage  and  wage  rates  (see  end  of  report).  Nine  jurisdictions  in  California  have  adopted  some 
type  of  living  wage  proposal,  and  there  are  many  other  jurisdictions  where  a  living  wage  ordinance  is 
being  considered. 

The  issues  involved  in  a  living  wage  ordinance  are  complex.  Many  lengthy  studies  have  been  conducted 
in  various  cities  in  an  attempt  to  estimate  the  costs  and  benefits  of  a  living  wage.  The  variations  in  the 
different  city  ordinances  generally  fall  under  two  categories:  wage  and  benefit  level  and  the  extent  of  the 
coverage.  Generally,  proponents  of  a  living  wage  argue  that  firms  who  enjoy  an  economic  relationship 
with  a  local  government  should  pay  their  employees  a  wage  that  is  considered  "livable"  for  that  locality, 
and  that  tax  dollars  should  not  be  used  to  subsidize  poverty  wages.  Opponents  of  living  wage  proposals 
argue  job  loss  due  to  employment  reduction,  enormous  overall  cost  and  inefficiency  of  the  policy. 

A  living  wage  ordinance  in  San  Francisco  has  several  major  policy  issues  yet  to  be  resolved.  They 
include  determining  the  wage  level,  the  scope  of  employers  and  employees  to  be  covered,  the  level  of 
pass  through  from  the  employers  covered  to  the  City,  and  the  level  and  source  of  funding  for  these  costs. 
There  seems  to  be  basic  agreement  among  the  various  groups  involved  that  health  insurance  and  days  off 
be  included  in  the  San  Francisco  ordinance.  The  other  issues  are  discussed  below,  with  reference  to  the 
SFSU  Urban  Institute  Study,  the  UC  Berkeley  Study  and  the  Living  Wage  Task  Force 
Recommendations. 


BACKGROUND 


Forty-five  jurisdictions  have  adopted  some  type  of  living  wage  policy  with  varying  levels  of  coverage 
and  wage  rates  (see  attachment).  Nine  jurisdictions  in  California  have  adopted  living  wage  proposals, 
and  they  are  the  City  of  Los  Angeles,  the  County  of  Los  Angeles,  Oakland,  San  Jose.  Santa  Clara.  San 
Fernando,  Pasadena,  Hayward,  and  West  Hollywood. 

Below  is  a  comparison  of  California  living  wage  policies:        DOCUMENTS  DEPT 
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City 

Wage  w/ 
Health 

Wage  w/o  Health 

Days  Off* 

Est .  #  of  Employees 
Affected 

Los  Angeles 

$7.51 

$8.76 

12+  10 

10,000 

L.A.  County 

$8.32 

$9.46 

no 

n/a 

Oakland 

$8.33 

$9.57 

12+  10 

400 

San  Jose 

$9.50 

$10.75 

no 

600 

Hayward 

$8.00 

$9.25 

12+5 

n/a 

Pasadena 

$7.25 

$8.50 

no 

250 

San  Fernando 

$7.25 

$8.50 

n/a 

n/a 

San  Francisco 
(Proposed) 

$11.00 

cash  in  an  hourly 
amount  equivalent  to 
specified  Individual 

Coverage  Rate 
(currently~$1.25/hr.) 

12+  10 

-23,000  -  35,000** 

The  first  number  is  paid  days  off,  second  number  is  unpaid  days  off  for  emergencies. 
**Proposed  number  based  on  the  SFSU  study  and  the  UC  Berkeley  study. 

Two  studies  have  been  completed  with  regard  to  San  Francisco's  proposed  living  wage  ordinance:  the 
Economic  Impact  Study  conducted  by  Dr.  Michael  Potepan  and  Dr.  Brian  Murphy  of  San  Francisco 
State  University  (SFSU  study),  October  1999,  and  The  Benefits  and  Costs  of  a  Living  Wage  study  by 
Dr.  Michael  Reich  of  the  University  of  California  at  Berkeley  (UC  study),  October  1999.  Additionally, 
the  Living  Wage  Task  Force,  established  by  the  Board  of  Supervisors  in  1998,  has  issued  its 
recommendations  to  the  Board  based  on  their  deliberations,  and  review  of  the  above-mentioned  studies. 

CURRENT  LAW  IN  SAN  FRANCISCO 

San  Francisco  currently  has  no  living  wage  provision,  however,  Charter  section  7.204  requires  every  city 
contract  for  any  public  work  or  improvement  provide  that  salaries  shall  be  paid  not  less  than  the  highest 
general  prevailing  wage  in  private  employment  for  similar  work.  Construction  contracts  contain 
"prevailing  wage"  requirements  (usually  the  union  wage  for  that  trade).  With  the  exception  of  parking 
lot  attendants,  janitorial  workers,  and  certain  employees  at  the  Airport,  there  are  no  prevailing  wage 
requirements  for  service  contracts.  In-home  health  support  services  workers  (IHSS)  are  the  only  contract 
employees  paid  a  set  wage.  The  Department  of  Human  Resources  conducts  the  certification  of  the  wage 
rate  for  these  contracts  (with  the  exception  of  the  IHSS  contracts)  but  provides  no  monitoring  or 
enforcement.  Staff  at  the  Employee  Relations  Division  of  the  Department  of  Human  Resources  stated 
that  prevailing  wages  for  these  jobs  are  generally  much  higher  than  the  proposed  living  wage  ordinance. 
Therefore,  there  would  likely  be  no  changes  in  administration  with  regard  to  these  contracts  if  the  Board 
adopted  a  living  wage  ordinance. 

ANALYSIS 

The  major  provisions  of  the  proposed  living  wage  ordinance,  sponsored  by  Supervisor  Ammiano.  are:  1) 
An  $1 1/hour  wage  rate  with  an  annual  cost  of  living  increase,  2)  Twelve  paid  days  off  and  ten  unpaid 
days  off  per  year,  3)  An  hourly  contribution  paid  to  a  health  plan  equal  to  or  greater  than  Kaiser's  group 
plan  rate,  or  a  cash  equivalent  paid  to  the  employee  equal  to  the  Kaiser  individual  plan  rate.  4)  For 
non-profit  service  contractors,  a  $25,000  threshold  and  ability  to  apply  for  waivers,  5)  For-profit  service 
contractors  a  $25,000  threshold,  and  ability  to  apply  for  waivers,  6)  All  tenants  with  more  than  5 
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employees  (including  employees  of  subcontractors  and  subtenants)  would  be  covered,  7)  Banks  and 
Brokerage  firms  would  be  covered  unless  it  interferes  with  fiduciary  responsibilities,  8)  Part-time 
employees  would  be  covered  under  a  10  hour/week  threshold  for  property  contract  employees,  and  no 
threshold  for  service  contracts  where  the  contract  work  is  performed  in  the  City,  9)  Inclusion  of 
CalWORKS  workers  in  wage-based  programs  with  adjusted  hourly  service  requirements,  and  Personal 
Assisted  Employment  Services  (PAES)  participants,  10)  Inclusion  of  a  waiver  for  collectively  bargained 
agreements,  1 1)  Establishment  of  an  Advisory  Committee  on  Living  Wage  Jobs,  and  12)  Designation  of 
Administrative  Services  as  the  administrative  and  enforcement  agency. 

Scope  of  a  Living  Wage  Ordinance: 

One  problem  with  determining  the  cost  of  the  proposed  ordinance  is  the  difficulty  in  determining  how 
many  workers  will  actually  be  covered  under  the  ordinance  as  written.  The  SFSU  study  estimated  that 
35,246  workers  would  be  covered  by  the  proposed  ordinance,  which  is  1 1 ,996  more  than  the  23,250 
covered  workers  estimated  by  UC  Berkeley.  This  difference  is  due  in  part  to  the  difficulty  in  obtaining 
accurate  data.  Additionally,  the  issue  of  who  will  be  covered  will  greatly  affect  the  cost.  This  issue 
varies  greatly  among  other  cities  (see  attachment)  and  has  been  the  subject  of  debate  in  San  Francisco. 

Non-Profit  Service  Contractors  -  San  Francisco  has  upwards  of  800  non-profit  contractors,  which  is 
more  than  most  other  jurisdictions  with  a  living  wage  ordinance.  This  is  because  it  is  a  county  and  a  city 
government  combined,  and  it  relies  heavily  on  non-profit  firms  for  critical  City  services.  Most  living 
wage  ordinances  in  other  cities  set  a  minimum  threshold  for  service  contracts  that  come  under  the 
requirement  of  a  living  wage  ($5,000  to  $25,000  most  often)  and  some  cities  exempt  non-profit 
organizations  all  together.  Some  cities  also  include  recipients  of  city  financial  aid  such  as  grants  and  tax 
abatements.  Non-profit  service  providers  generally  worry  that  increased  costs  from  a  living  wage 
ordinance  would  result  in  a  decrease  in  the  services  they  provide  due  to  a  reduction  in  staff.  Critics 
charge  that  not  including  non-profits  however,  would  create  a  double  standard  for  non-profit  and 
for-profit  employees.  They  add  that  it  would  also  be  condoning  the  practice  of  underpaying  workers  for 
services  critical  to  the  City. 

The  proposed  ordinance  sets  the  threshold  at  $25,000,  with  individual  non-profits  permitted  to  apply  for 
a  hardship  waiver  (in  addition  to  other  specified  waivers)  if  paying  a  living  wage  would  lead  to  sen  ice 
cuts.  The  Living  Wage  Task  Force  recommended  a  threshold  of  $100,000  and  annual  controller 
certification  of  funds  for  pass  through  (if  not,  non-profits  would  be  exempt  for  that  year).  The  higher  the 
threshold  means  fewer  non-profit  firms  would  be  covered  under  the  living  wage  ordinance.  However, 
unless  the  City  guarantees  full  pass  through  for  the  smaller  non-profits,  it  is  expected  that  they  would 
have  a  difficult  time  with  compliance  and  could  apply  for  a  waiver  anyway.  If  the  City  does  provide 
increased  funding  for  the  smaller  non-profit  contracts,  more  low  wage  workers  would  be  covered  under 
the  lower  threshold.  How  much  the  City  is  willing  to  pay  for  its  share  of  increased  costs  for  services  is  a 
policy  decision  to  be  made  by  the  Board.  The  funding  source  has  not  yet  been  identified  and  ideally,  it 
should  be  identified  and  some  mechanism  for  funding  should  be  established.  Otherwise,  pay  fluctuations 
could  occur  due  to  granting  the  necessary  waivers  year  to  year  in  annual  contracts,  and  every  contract 
would  have  to  be  reviewed  to  determine  waiver  status.  Consequently,  this  could  also  increase  the  City's 
administrative  costs. 

For-Prqfit  Service  Contractors  -  Cities  such  as  Los  Angeles,  Oakland  and  San  Jose  also  have  some 
provision  for  thresholds  on  for-profit  coverage  (see  attachment).  The  same  reasoning  applies  here  as 
with  the  non-profits.  The  higher  the  threshold  the  fewer  low- wage  workers  would  be  covered.  The 
threshold  set  forth  in  the  proposed  ordinance  is  $25,000,  with  the  ability  to  apply  for  specified  waivers. 
The  Living  Wage  Task  Force  has  recommended  a  threshold  of  $150,000.  One  reason  for  the  higher 
threshold  by  the  Living  Wage  Task  Force  was  concern  that  a  low  or  non-existent  threshold  would 
conflict  with  the  City's  policy  to  encourage  and  support  small  minority/woman/locally  owned 
businesses.  The  effect,  if  any,  that  the  threshold  will  have  on  the  competitive  bidding  process  for  small 
and  large  firms  should  also  be  taken  into  consideration.  Regardless  of  the  level  of  the  threshold,  the 
ability  of  small  and  large  for-profits  to  absorb  or  pass  on  the  increased  cost  will  affect  what  the  City  will 
have  pay  for  these  services. 
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Tenants  (Property  Contracts)  -  The  proposed  ordinance  includes  all  tenants  with  more  than  five 
employees.  The  Living  Wage  Task  Force  excludes  the  Port  and  includes  the  Airport  with  the  exception 
of  food,  beverage  and  retail.  The  Task  Force  has  no  recommendation  for  Park  and  Recreation  tenants. 
Arguments  generally  for  including  tenants  are:  for-profit  employers  benefit  from  a  unique  location  on  or 
in  City  premises;  employers  may  benefit  from  public  improvements;  or  employers  are  really  performing 
a  public  service  that  the  City  could  also  perform.  Currently,  the  only  other  living  wage  ordinances  in 
California  that  include  any  property  lease  element  are  Los  Angeles  and  Oakland. 

The  San  Francisco  International  Airport  currently  has  a  program  called  the  Quality  Standards  Program, 
which  sets  minimum  standards  for  hiring,  training,  equipment,  and  compensation  by  employers.  The 
Program  applies  to  any  firm,  including  airline  and  concession  tenants,  and  third  party  vendors  who 
employ  personnel  involved  in  performing  services  which  have  an  impact  on  Airport  safety  and/or 
security.  Employees  covered  are  those  who  are  issued  an  Airport  Security  Badge  with  Airport 
Operations  Area  (AOA)  access,  and  work  in  and  around  the  AOA  in  the  performance  of  their  duties.  The 
Program  sets  forth  the  minimum  hourly  compensation  for  the  covered  employees  to  be  $9.00  with 
benefits,  and  $10.25  without  benefits.  Employers  are  being  phased  into  the  Program  this  year,  and  the 
wage  rate  is  set  to  increase  on  January  1,  2001  to  $10.00  with  benefits,  and  $1 1 .25  without  benefits. 
Benefits  also  include  HMO  membership,  12  paid  days  off  per  year  and  10  unpaid  days  off  per  year. 

The  issue  of  whether  or  not  to  include  the  Port  has  also  been  discussed  with  regard  to  the  proposed 
ordinance.  Proponents  of  including  the  Port  argue  that  the  Port  has  a  "captive"  audience,  significant 
tax-payer  funds  have  been  invested  in  the  Port,  and  workers'  wages  have  not  kept  pace  with  the 
increased  cost  of  living.  Opponents  argue  that  the  Port  does  not  have  a  large  captive  audience,  they 
already  pay  market  rates  which  take  into  account  the  unique  location,  and  they  pay  the  City  money  in 
lease  payments  and  improvements,  as  opposed  to  receiving  benefits  from  the  City  through  serv  ice 
contracts.  If  the  living  wage  ordinance  covers  tenants,  then  actual  costs  passed  on  to  the  City  could  occur 
on  these  contracts  when  leases  are  re-negotiated,  in  the  form  of  lower  lease  payments  and  higher  prices. 

Part-Time  Employees  -  Many  living  wage  cities  have  grappled  with  the  issue  of  how  to  cover  part-time 
workers.  The  proposed  ordinance  would  include  part-time  employees  with  no  hourly  threshold  on 
service  contracts  where  the  contract  work  is  performed  in  the  City,  and  a  10  hour  threshold  on  property 
contracts.  It  has  been  argued  that  exemptions  of  part-time  workers  would  create  an  incentive  for  labor 
substitution  to  part-time  work  in  order  to  avoid  paying  a  living  wage.  The  Living  Wage  Task  Force  did 
not  have  enough  support  for  a  recommendation  that  proposed  workers  who  work  more  than  50%  on  a 
City  contract  be  covered.  Some  concern  was  expressed  by  the  Task  Force  that  including  every  hour 
worked  by  an  employee,  even  one,  would  lead  to  inequities  and  administrative  problems. 

Administration  and  Enforcement 

The  administration  and  enforcement  of  living  wage  ordinances  have  been  implemented  differently 
across  the  county.  Cities  have  decided  to  either  divide  up  responsibility  among  existing  personnel  in 
different  departments,  hire  new  employees  in  a  purchasing  department,  or  establish  an  independent  unit 
dedicated  to  living  wage.  As  mentioned  in  the  SFSU  study  on  San  Francisco's  proposed  ordinance,  a 
narrowly  drafted  ordinance  would  likely  need  less  administrative  and  legal  oversight  than  an  ordinance 
with  broad  coverage  in  order  to  prevent  abuses  and  ambiguity. 

[I        Compliance  monitoring  can  take  the  more  passive  form  of  reliance  on  employee  complaints  to  the  more 
proactive  form  of  regular  site  visits  and  auditing  of  employers  records.  Site  visits  require  a  greater 
amount  of  staff  resources,  however,  a  complaint  driven  system  may  be  less  reliable.  Since  the  San 
Francisco  proposed  ordinance  is  more  broadly  defined,  it  would  likely  need  proactive  monitoring  in 
order  to  ensure  compliance.  San  Jose  uses  surveys  mailed  to  employees  to  supplement  the  complaint 
process,  while  Los  Angeles  conducts  site  visits  and  has  retained  an  outside  non-profit  agency  to  perform 
training  for  employees  covered  by  the  living  wage  policy. 

Depending  on  how  the  final  legislation  is  drafted  with  regard  to  coverage,  administration  and 
enforcement  will  become  major  considerations.  If  the  City  requires  that  a  living  wage  be  paid  for  all 
persons  working  on  City  contracts,  low- wage  administration  employees  who  perform  only  1%  of  serv  ice 
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on  the  contract  could  also  potentially  be  covered.  For  this  reason,  cities  like  Los  Angeles  have  excluded 
employees  working  less  than  25%  of  their  time  on  City  contracts  and  San  Jose  excludes  those  working 
less  than  50%,  but  this  could  create  a  fairly  large  loophole  for  some  employers  to  avoid  paying  a  living 
wage.  Additionally,  employees  would  have  to  monitor  how  much  time  they  spend  on  City  contracts.  For 
contracts  that  are  renewed  annually,  there  will  be  a  need  for  the  City  to  identify  a  guaranteed  funding 
source.  Without  secure  funding,  it  is  possible  wages  could  fluctuate  year  to  year  for  some  low-wage 
workers.  Enforcement  also  becomes  more  difficult  depending  on  the  scope  and  complexity  of  the 
ordinance. 

The  administration  of  a  living  wage  could  be  of  significant  fiscal  impact  to  the  City.  The  proposed 
ordinance  recommends  that  the  Department  of  Administrative  Services  administer  the  living  wage 
ordinance  in  San  Francisco.  Staff  at  Administrative  Services  indicated  it  would  be  difficult  to  ascertain 
the  structure  and  cost  of  administration  until  the  Board  determines  who  would  be  covered.  For  example, 
more  staff  and  resources  would  be  needed  if  the  Port  and  the  entire  Airport  are  included  because  many 
more  contracts  would  be  involved.  Staff  did  estimate,  based  on  a  proactive  approach,  that  administration 
would  require  approximately  8-10  new  full-time  employees.  The  SFSU  study  estimated  that  the  cost  of 
such  administration  to  be  approximately  $1.75  million.  A  clear  definition  of  the  waiver  requirements, 
enforcement  and  penalties  would  be  necessary  to  determine  the  structure  of  the  administration  of  the 
ordinance.  Additionally,  other  city  departments  could  be  involved  in  the  administration,  such  as  the  City 
Attorney  with  regard  to  enforcement  issues,  and  other  departments  on  budgetary  issues.  Therefore,  these 
additional  costs  would  also  need  to  be  considered. 

CONCLUSION 

Along  with  the  wage  and  benefits  requirements,  the  scope  of  employers  and  employees  covered  by  a 
living  wage  policy  primarily  determines  the  total  cost.  The  more  workers  covered,  the  more  expensive 
the  increase  in  the  wages  and  benefits  per  contract.  The  Budget  Analyst's  Office  has  reviewed  how  the 
speed  of  implementation  will  affect  the  cost  in  their  report.  However,  before  an  estimate  of  costs  can  be 
determined,  accurate  contract  data  is  needed,  and  the  variations  of  possible  coverage  options  under  the 
ordinance  should  be  decided  so  the  amount  of  the  pass  through  to  the  City  can  be  calculated. 

As  the  Board  considers  this  proposed  ordinance,  it  will  be  charged  with  resolving  three  main  outstanding 
issues:  level  of  coverage  for  employers  and  employees;  the  amount  of  pass  through  the  City  can  absorb 
as  well  as  the  funding  source  for  the  pass  through;  and  finally,  the  type  of  administration  that  will  be 
required  in  order  to  implement  a  living  wage  ordinance  for  San  Francisco. 


ENACTED  INITIATIVES 

LOCALITY 

WAGE  REQUIREMENT 

APPLIES  TO 

DATE 
ENACTED 

Baltimore, 
MD 

$7.10  in  1998;  $7.70  in  ; 
1999  (based  on 
prevailing  wage; 

12/2/98  proposal  calls 
for  $7.90  in  July  1999) 

Construction  and  service 
contracts  over  $5K 

Enacted  12/94.  Increase 
pending  as  of  12/98 

Boston,  MA 

$8.23  (based  on  poverty 
level  for  a  family  of 
four);  indexed  to  cost  of 
living  increases, 
promotes  comm.  hiring 
establishes  Adv.  Board 

City  agencies  and 
contractors  over  $100K 
and  subcontractors  over 
$25K;  amended  later  to 
exempt  companies 
receiving  asst. 

Enacted  mid- 1997; 
Amended  in  9/98. 

Buffalo.  NY 

$6.22  in  2000,  $7.25  in 

City  contractors  and 

Enacted  July  1999 
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2001,  $8.08  in  2002  w/ 
benefits 

subcontractors  over  50k 
with  at  least  1 0 
employees. 

Cambridge, 
MA 

$10.00 

City  employees, 
companies  with  city 
contracts  >  $10K, 
recipients  of  city 
assistance  >  $10K, 
subcontractors. 

Enacted  May  1 999 

Chicago,  IL 

$7.60 

Contractors  and 
subcontractors  w/  25  or 
more  full  time  workers 

Enacted  July  1 998 

Cook  County, 
IL 

$7.60 

Service  industry 
contractors  and 
subcontractors  of  any  size 
required  to  pay  stipulated 
wage  to  workers  on 
awarded  contract. 

Enacted  9/98 

Corvallis,  OR 

$9.00 

Contractors  >5k 

Enacted  11/99 

Dane  County 

100%  poverty  level  and 
health  benefits 
(approximately  $8.03). 

County  employees  and 
county  contractors 

Enacted  3/99 

Dayton,  OH 

$7.00 

City  employees  only 

Enacted  4/98  (original  ord. 
included  contractors) 

Denver,  CO 

$8.23  (based  on  poverty 
level) 

City  employees  only 

Enacted  2/00 

Des  Moines, 
IA 

$7.00  min,  with  goal  of 
$9.00 

Non-mangement  full-time 
employees  at  business 
recieving  assistance. 

Enacted  1988.  Amend. 
1996  to  $9.00 

Detroit,  MI 

Indexed  to  federal 
poverty  level  (currently 
$8.83)  with  benefits; 
125%  of  federal  poverty 
level  (currently  $10.44) 
without  benefits. 

Contractors  and 
subcontractors  >  $50,000 
annually;  businesses 
receiving  assistance  > 
$50,000/yr 

Passed  11/98 

Duluth,  MN 

Must  pay  90%  of 
employees  $6.50  w/ 
health  benefits; 
$7.25without,  indexed 
to  inflation. 

Companies  receiving  city 
economic  development 
assistance  >  $25K 

Enacted  7/97 

Durham,  NC 

i 

Hourly  wage  of  city 
employees  ($7.55  as  of 
10/98). 

I 

All  city  employees  and 
contractors. 

1  ! 

Enacted  1/98 
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Hartford,  CT 

110%  of  the  federal 
poverty  level  for  a 
family  of  four  (currently 
$8.83) 

City  contractors  >  $50K 
and  commercial  dev. 
projects  receiving 
subsidies  >  $100K 

enacted  10/99 

Hayward,  CA 

$8.00  with  benefits; 
$9.25  without; 

adjusted  yearly  with  the 
area's  cost  of  living. 

City  employees  and  city 
contractors  >$25,000 

Enacted  4/99 

Hudson 
County,  NJ 

150%  of  the  federal 
minimum  wage, 
currently  $7.73,  with 
benefits  and  paid 
vacation. 

County  service 
contractors  working  at 
least  20  hours/  week 

Enacted  1/99 

Jersey  City, 
NJ 

$7.50 

Service  Contractors 

Enacted  6/96 

Kankakee,  IL 

$11.42  (130%  of  federal 
poverty  level  for  family 
of  four)  with  benefits; 
create  and  maintain  50 
new  jobs 

Companies  benfitins  from 
local  enterprise  Zone  tax 
breaks 

Enacted  9/99 

Los  Angeles, 
CA 

$7.39  with  benefits, 
$8.64  without;  10  paid 
days  off;  indexed  to 
inflation  yearly 

Businesses  with  city 
contracts  over  $25K; 
companies  receiving  more 

than  $100K  annually/ 
$lm  onetime  grant; 
amend,  to  include  airport 
workers. 

Enacted  3/97,  after  the 
council  overrode  mayoral 
veto;  amended  8/98. 

L.A.  County, 
CA 

$8.32  w/  benefits;  $9.46 
without. 

County  contractors  ; 
Amended  to  include  only 
contractors  with  greater 
than  20  employees,  with 
annual  gross  income 
exceeding  $1  million 
($2.5  for  technical  or 
professional  service). 

Enacted  7/99.  Later 
amended  to  exclude 
businesses  with  20  or 
fewer  employees. 

Madison,  WI 

100%  poverty  level  for 
a  family  of  four  in  1999; 
105%  in  2000  (8.43); 
110%  in  2001  ($8.83). 

Companies  w/  assistance 
>  $100K;  non-profits  with 
grants  over  $5K;  non 
unionized  city  employees. 

Enacted  3/99 

Miami-Dade 
County,  FL 

$8.56  w/ benefits,  $9.81 
w/out. 

County  employees, 
contractors  and 
subcontractors,  airport 
employees. 

Enacted  5/99 

Milwaukee, 
WI 

Indexed  to  poverty  level 
for  a  family  of  three 

Service  contracts  over 
$5k. 

Enacted  1 1/.95 
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(currently  $6.67) 

Minneapolis, 
MN 

100%  of  federal  poverty 
level  for  a 

family  of  four,  plus 
benefits;  110% 

without  benefits 
(currently  $8.83  with 
benefits). 

Contractors  and 
companies  receiving 
subsidies  >  $100K  for 
projects  earmarked  for 
"job  creation;"  expanded 
to  cover  projects  >  $25K. 

Enacted  3/97,  expanded 
12/98 

Multonomah 
County,  OR 

July  1998  -$7.50;  July 

1  QQQ    <CC  no 
1777  -  J)O.UU 

Janitorial  and 
security  contracts ; 
foodservice  contracts  to 
be  added  in  2000. 

Enacted  6/96;  amend,  to 
increase  wage  in  10/98. 

New  Haven, 
CT 

Based  on  federal 
poverty  level  for  a 

family  of  four;  revised 
every  5  years  (currently 
$8.03). 

Service  Contractors 

Enacted  5/97 

New  York 
i^ny,  rN  i 

Based  on  prevailing 
wage  for  specific 
industry  as  determined 
by  city  controller. 

Service  Contracts 

Enacted  9//96 

Oakland,  CA 

$8.00  with  benefits, 
$9.25  without;  12  paid 
days  off,  1 0  unpaid  days 
off 

Businesses  and 
non-profits  with  service 
contracts  >  $25K  or 
ongoing  >  $100K  in 
subsidies;  studying  plan 
to  expand  ordinance  to 
cover  Port. 

Enacted  4/98 

Orange  Cnty, 
NC 

$8.00 

All  county  employees 

Enacted  7/98 

Pasadena,  CA 

$7.25.  w/ benefits; 
$8.50  w/out. 

City  employees;  major 
contractors 

Enacted  9//98 

Portland,  OR 

July  '98  -  $7.50,  July  *99 
-  $8.00 

Contractors  must  pay 
service  employees. 

Enacted  5//96;  amended 
4/98 

San  Antonio, 

$9.27  to  70%  of  service 

$?aiTto70%for^°bS' 
durable  goods  workers. 

Businesses  receivening 
tax  break. 

Enacted  7/98 

San 

Fernando,  CA 

$7.25  w/benfits;  $8.50 
without. 

City  employees  and 
service  contractors. 

Enacted  3/00 

San  Jose,  CA 

$9.50  w/benefits; 

Contracts  >  $20,000,  with     Enacted  1 1/98 
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$10.75  w/out;  also  with 
"labor  peace"  measure 
that  would  make  it 
easier  for  unions  to 
organize. 

some  exemptions;  also 
applies  to  some  part-time 
city  employees. 

Santa  Clara, 
CA 

$10  with  health  benefits 
or  suitable 

alternative. 

Manufacturing  businesses 
benefiting  from  tax 
abatements. 

Enacted  9/95 

Somerville, 
MA 

$8.35 

Covering  all  city 
employees;  employees  of 
city  contractors  and 

subcontractors. 

Enacted  5/99 

St.  Paul,  MN 

1 00%  of  federal  poverty 
level  for  a 

family  of  four,  plus 
benefits;  110%  without 
benefits  (currently  $8.83 
with  benefits). 

Contractors  w/exceptions, 
companies  receiving  over 
$100K  economic 
development  per  year. 

Enacted  1//97 

Tuscon,  AZ 

$8.00  w/benefits;  $9.00 
without. 

City  contractors, 
excluding  construction 
workers  and  companies 
w/  city  franchise. 

Enacted  1/00 

West 

Hollywood, 
CA 

3>7.z5  w/benetits;  !}>5.5U 
w/out  benefits. 

Service  contracts  >  $25K 
or  >  3  months. 

Enacted  9/9  / 

Ypsilanti,  MI 

$8.50  with  benefits, 
$10.00  without. 

Businesses  with 
contractors  >  $5K; 
under- 10  employees 
exempted,  but  non-profits 
with>$10K  in  aid. 

Enacted  5/99 
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SUMMARY 

SUMMARY  OF  REQUESTED  ACTION 

The  San  Francisco  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst  conduct  research 
;  and  prepare  findings  on  how  Smart  Growth  polices  have  enabled  other  cities  and  counties  in  the  Bay  Area  and 
!    across  the  country  to  address  growing  transportation  and  housing  needs. 

EXECUTIVE  SUMMARY 

"Smart  Growth"  refers  to  a  general  set  of  planning  principles  intended  to  create  communities  in  which  people 
!     have  a  variety  of  transportation  choices  for  work,  shopping  and  other  activities,  and  a  range  of  housing  types  m 
'     an  environment  that  is  not  dominated  by  private  automobiles.  Smart  growth  includes  ideas  and  tools  used  by 
city  planners  and  builders  over  many  years,  in  the  areas  of  growth  management,  transportation,  commerce, 
housing  (including  affordable  housing)  and  open  space,  in  livable  communities.  Transit  oriented  development 
(TOD)  is  a  basic  element  in  smart  growth  planning.  There  are  different  ways  to  plan  and  implement  smart 
growth,  as  indicated  in  the  examples  below,  ranging  from  Seattle  to  New  York  City.  Most  effective  smart 
|     growth  policies  are  implemented  as  part  of  a  clear,  consensus-based  state,  regional,  and  or  local  vision  of  how  to 
accommodate  projected  growth  in  a  certain  timeframe.  This  vision  serv  es  as  a  framework  in  which  localities  can 
plan,  based  on  their  particular  needs  and  circumstances.  Implementation  of  planning  for  smart  growth  generally 
includes  increasing  housing  densities  with  attention  to  design  that  will  make  developments  acceptable  to  the 
community,  and  creating  mixed  use  development  near  convenient,  reliable  transit.  The  localization  of  land  use 
is  a  smart  growth  issue,  and  is  being  considered  in  state  and  local  legislation  being  developed  to  implement 
I    smart  growth  policies.  Cities  planning  for  smart  growth  need  to  consider  and  integrate  all  these  factors  into. a 
solution  that  works  for  them  and  is  supported  by  the  community. 
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This  report  attempts  to  present  smart  growth  policies  in  a  number  of  jurisdictions  in  a  consistent  format.  First, 
distinguishing  framework  and/or  characteristics  of  a  particular  locale's  policies  are  described,  follow  ed  by  a 
more  specific  discussion  of  transportation  and  housing. 

BACKGROUND 

Smart  growth  is  an  outgrowth  of  land  use  planning  as  it  has  evolved  over  more  than  50  years,  referred  to  o\  er 
time  as  growth  management,  new  urbanism,  smart  planning,  and  sustainable  development.  Smart  grow  th 
assumes  growth  will  take  place,  and  endeavors  to  direct  that  growth.  The  term  is  currently  attracting  interest 
outside  planning  departments  and  academia  as  jurisdictions  nationwide  are  confronted  with  urban  sprawl, 
population  growth,  housing  shortages  and  traffic  gridlock  which,  in  some  parts  of  the  country  including  the  Baj 
Area,  have  reached  critical  levels.  There  is  now  a  general  consensus  that  the  country  can  no  longer  earn'  on  old 
land  use  approaches  without  some  change.  This  consensus  and  sense  of  urgency  are  causing  gov  ernmental 
officials,  citizens,  and  interest  groups  ranging  from  environmentalists  to  home  builders  to  come  together  to  find 
solutions.  Transportation  congestion  and  unsustainable  commutes,  such  as  Modesto  to  Silicon  Valley  and 
Hollister  to  San  Francisco,  have  combined  to  raise  quality  of  life  issues.  And,  the  high  cost  of  suburban 
infrastructure  makes  expansion  farther  out  "at  the  edges"  problematic. 

Changing  demographics  of  United  States  households  are,  at  the  same  time,  producing  conditions  amenable  to 
urban  living.  Factors  include  emergence  of  new  technologies;  advances  that  make  brownfields  developable, 
enabling  reuse  of  former  military  bases  and  other  lands  requiring  hazardous  waste  clean  up,  such  as  Mission 
Bay  in  the  City;  and  an  increase  in  the  perceived  value  of  urban  environments.  An  example  of  culture  driven  b) 
urban  values  is  the  phenomenon  of  numbers  of  people  who  work  in  Silicon  Valley  and  want  to  live  in  San 
Francisco. 

Smart  growth  is  a  product  of  the  national  debate  about  sprawl.  Historically,  from  the  1950's  to  the  present, 
population  trends  included  migration  from  the  inner  cities  to  suburbs,  and  then  beyond,  to  exurbs.  The  trend  has 
been  reversing,  even  in  places  such  as  Austin  and  Dallas.  The  out  migration  was  accompanied  by 
corresponding  investment  in  the  suburbs  and  disinvestment  in  cities.  The  first  generation  of  smart  grow  th 
planning  resulted  in  planned  communities  such  as  Seaside,  Florida  which  have  since  generated  criticism  as 
insulated,  artificial  communities.  The  current  generation  of  smart  growth  emphasizes  rethinking  suburban 
development  and  a  return  to,  and  revitalization  of,  cities  with  their  already  existing  infrastructures. 

Out  migration  directly  affected  population  diversity,  creating  issues  of  social  equity.  Suburban  "white  flight" 
and  the  consequences  for  the  populations,  including  those  of  color,  that  remained  in  the  cities,  particularly  the 
effects  on  inner  city  school  systems,  are  well  documented.  As  the  reverse  migration  to  the  cities  proceed-, 
same  population  groups  are  again  at  risk  as  their  inner  city  neighborhoods  gentrify,  putting  pressure  on  existing 
residents  of  the  Mission  and  Bayview-Hunters  Point  in  the  City,  and  areas  like  Richmond  in  the  greater  Bay 
Area.  Besides  residents,  these  equity  issues  extend  to  include  homeless  citizens  throughout  the  region. 

Today,  smart  growth  has  been  embraced  as  a  suburban  issue,  as  suburbs  face  the  results  of  auto-oriented 
development  and  the  resultant  sprawl.  Attempts  are  being  made  to  "retrofit"  older  suburbs  and  create  more 
pleasant,  efficient  new  ones.  This  involves  emulating  some  characteristics  of  older  towns  and  cities.  Cities  face 
smart  growth  issues,  shaped  somewhat  differently  than  in  the  suburbs  by  their  particular  urban  circumstances: 
histories,  demographics,  geography,  density,  housing,  and  transportation  factors.  Fundamental  to  smart  growth, 
are  the  relationships  between  jobs,  housing  and  transportation  and  the  related  goals  of  putting  housing, 
including  affordable  housing  near  jobs  and  convenient  transit. 
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The  Strategic  Planning  Office  is  conducting  a  comprehensive  parking  study  as  part  of  station  area  planning  and 
implementation  of  the  transportation  strategic  plan.  The  purposes  of  the  study  are  to  recommend  effective  parking 
management  strategies  that  support  transit  use  and  vital  neighborhood  business  and  residential  areas,  particularly  in  the 
Light  Rail  Station  Area  Planning  areas,  and  provide  background  information  for  determining  whether  changes  to  the 
city's  parking  requirements  are  warranted  to  further  the  city's  current  transportation,  economic  development, 
environmental,  and  affordable  housing  goals.  Parking  study  tasks  include:  develop  flexible  and  maximum  parking 
requirements;  identify  locations  for  shared  parking;  assemble  innovative  marketing  programs  for  public  parking;  develop 
bicycle  parking  requirements;  and  study  financial  feasibility  of  specific  centralized  parking  structures. 

Portland,  Oregon 

Portland  is  considered  a  national  model  of  smart  growth.  The  Portland  region  is  two  and  one-half  decades  into  smart 
growth  planning,  centered  around  a  regional  planning  authority.  This  planning  is  different  in  two  primary  respecl 
traditional  land  use  planning.  First,  it  is  simultaneously  testing  both  alternative  land  use  and  transportation  futures,  and 
second,  the  legal  authority  and  political  will  to  implement  the  regional  plan  are  in  place.  In  the  1970's  the  region 
to  consider  urban  growth  boundaries  (UGB's),  and  eventually  determined  that  one  UGB  for  the  region  made  more  sense 
than  a  number  of  small  ones,  following  consensus  against  sprawl  in  the  Willamette  valley.  The  region  was  also  out  of 
compliance  with  air  quality  standards.  In  1990,  Portland  voters  gave  Metro  legal  authority  to  require  local  governments 
to  change  their  plans  and  zoning  codes  to  be  consistent  with  Metro's  adopted  regional  framework  plans.  In  1 992.  the 
2040  Growth  Concept  was  approved,  initiating  planning  for  a  50  year  horizon,  in  twenty-year  increments.  The  Grow  th 
Concept  is  designed  to  accommodate  about  720,000  additional  residents  and  350,000  additional  jobs.  Twenty-four  cities 
and  portions  of  three  unincorporated  areas  are  within  Metro's  jurisdiction.  Total  population  within  Metro  boundaries  is 
about  1.8  million  residents.  Portland  Metro's  smart  growth  policies  are  notable  for  using  transit  as  a  framew  ork  for 

!     development  in  the  region.  Basic  to  the  Growth  Concept  is  a  multi-modal  transportation  system  that  assures  mobility  of 
people  and  goods  throughout  the  region.  Mixed-use  urban  centers  inside  the  UGB  are  one  key  of  the  growth  concept 

!     The  concept  uses  interrelated  types  of  centers.  The  central  city  is  the  largest  market  area,  the  region's  employment  and 
cultural  hub.  Regional  centers  serve  large  market  areas  outside  the  central  city,  connected  to  it  by  high  capacity 
and  highways.  Connected  to  each  regional  center,  by  road  and  transit,  are  smaller  town  centers  with  local  shopp 
employment  within  a  local  market  area.  Planning  for  all  these  centers  seeks  to  balance  jobs,  housing  and  unique  blends 
of  urban  amenities  so  that  more  trips  are  likely  to  remain  local  and  become  more  multi-modal.  The  Portland  Metro 

;     functional  plan  includes  policies  that  set  the  minimum  number  of  parking  spaces  that  can  be  required  by  local 

governments  and  the  maximum  that  may  be  allowed.  Recognition  and  protection  of  open  spaces  inside  the  UGB  and  in 
rural  reserves  outside  urban  reserves  are  part  of  this  planning. 

San  Jose 

San  Jose  has  experienced  a  population  and  industry  explosion  since  the  1960's.  largely  driven  by  development  of 
electronic  technologies.  Of  two  million  people  in  Santa  Clara  county,  there  are  almost  one  million  people  in  San  Jose; 
the  other  million  are  spread  throughout  the  remaining  14  cities  in  the  county.  Historically,  a  "bedroom  community",  the 
city  worked  to  change  its  jobs/housing  imbalance  and  attracted  high  tech  companies  to  north  San  Jose.  The  downtown 
core  was  developed  as  part  of  a  redevelopment  program.  In  the  1980's  the  city-  created  an  urban  service  line,  and  began 
to  consider  concentrating  growth  along  transit  corridors.  The  Valley  Transportation  Authority  (VTA)  consolidav 
county  transit  carriers  into  one  system.  In  the  mid  1990's  a  greenline  was  established.  San  Jose  also  developed  an 
aggressive  housing  program.  Between  1988  and  1998,  San  Jose  produced  about  8,500  units  of  affordable  housing,  an 
average  of  850/year,  for  more  than  28,000  people  (San  Jose's  current  total  population  is  909.100).  and  SI  billion  of 
associated  construction  activity.  From  1990-1998,  San  Jose  constructed  an  average  of  about  2.840  total  units  year  (A 
Decade  of  Affordable  Housing;  San  Jose  Department  of  Housing).  For  comparison,  in  San  Francisco  with  its  population 
of  801,377,  during  the  four  year  period,  1994-1998,  affordable  housing  construction  totaled  1.S95  or  42  "oof  total  new 
construction,  an  average  of  474  units/year  (San  Francisco  Planning  Department,  1998  Housing  Inventory:  June  1999). 
San  Jose's  housing  production  efforts  include  city  council  member  and  community  involvement,  a  Housing  Action 
Coalition,  and  a  Housing  Leadership  Council  made  up  of  industry  leaders.  San  Jose  continues  to  face  housing  production 
issues.  Housing  starts  are  up,  but  housing  remains  unaffordable  for  many. 
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San  Jose  is  currently  pressing  for  a  BART  extension  to  San  Jose.  The  city  is  receiving  external  pressure  to  solve  its 
housing  and  transportation  problems,  which  surged  in  the  1990's  with  the  boom  in  information  technology  and  jobs. 
This  pressure  is  coming  from  adjacent  areas  such  as  Monterey  and  Salinas  whose  own  housing  stock  and  transportation 
systems  are  affected  by  San  Jose's  growth.  This  summer,  the  city  council  will  consider  a  proposal  from  ( !isco  \ 
the  city's  largest  private  employer,  for  a  new  campus  in  Coyote  Valley  for  20,000  workers.  The  Cisco  development  site 
is  about  700  acres.  The  San  Jose  general  plan  and  zoning  ordinances  have  designated  the  property  as  industrial  use  since 
1983.  However,  the  proposal  is  generating  controversy  including  concerns  in  communities  to  the  south,  and  is  raising 
questions  about  whether  single-purpose  zoning  remains  appropriate  in  the  year  2000,  compared  to  mixed  use 
development  zoning.  Transportation  and  housing  for  Cisco  employees  are  primary  concerns. 

,     Other  Bay  Area  Localities 

Other  localities  throughout  the  Bay  Area  are  also  implementing  smart  growth  strategies  including,  but  not  limited  to, 
Hayward,  Mountain  View,  San  Mateo,  Palo  Alto  and  Petaluma.  The  Bay  Area's  third  central  city,  Oakland 
smart  growth  strategies,  including,  for  example,  transit  village  developments  at  the  Fruitvale  and  Macarthur  BART 
station  areas,  and  a  city  planning  program  to  accommodate  10,000  residents  downtown. 

■ 

New  York  City 

New  York  City  (NYC)  actively  encourages  office  space  at  locations  well-served  by  mass  transit.  Most  of  the  office 
!    space  is  located  in  Manhattan.  However,  the  city  has  promoted  satellite  office  centers  in  Downtown  Brooklyn,  and 
Jamaica  and  Long  Island  City  in  Queens,  and  an  additional  regional  center  has  emerged  in  Flushing,  Queens.  I  he  cit 
does  not  impose  exactions  on  office  development.  However,  tax  assessment  compared  to  California  is  much  higher, 
including  business  and  corporate  taxes,  and  the  central  business  district  essentially  underwrites  city  programs  through 
taxes.  New  York  City's  economy  (concentrated  largely  in  Manhattan)  accounts  for  about  54%  of  the  income  of  New 
York  state,  and  Manhattan  is  the  richest  county  in  the  nation. 

I    About  5%  of  Manhattan  workers  drive  to  work.  Transit  ndership  has  increased  about  20  %  in  approximately  the 
years,  and  the  city  recovers  more  than  100%  of  subway  operating  costs  through  fare  box  revenues,  enabling  a  rec  I 

j    reduction.  In  NYC,  much  of  the  congestion  is  related  to  goods  and  services  movement  within  the  city,  and  other  vehicles 
like  taxis.  Traffic  congestion,  to  some  degree,  is  accepted  as  part  of  a  thriving  city;  at  the  same  time,  the  city  is  working 
to  move  goods  and  service  vehicles  more  smoothly.  Public  policy  has  focused  on  improving  traffic  flow  using  the 

i    existing  system,  through  transportation  improvements  and/or  improving  bottlenecks.  Extensive  bicycle  route  planning  is 
underway,  adding  both  on-  and  off-street  routes.  According  to  the  Director  for  Strategic  Planning,  car  ow  nership  is 

j    currently  rising  again  (after  falling  during  the  last  recession)  due  to  rising  incomes,  and  auto  use  is  increasing  with  rising 
income  and  with  distance  from  the  center  city  to  the  outer  suburbs.  City  parking  requirement--  for  Manhattan  were 
reduced  the  1980's  as  part  of  settlement  of  litigation  over  non-compliance  with  air  quality  standards.  No  parking  is 

I    required  and  maximum  parking  thresholds  were  lowered  from  1961  requirements.  South  of  60,h  Street,  the  maximum  is 
1:5  (parking  spaces:  dwelling  units),  and  for  the  upper  East  and  West  sides  the  maximum  is  3.5:  10.  Commercial  parking 
is  restricted.  It  is  generally  not  allowed,  except  that  accessory  parking  is  allowed  at  1  space:  4.000  sq.ft.  not  to  ex 
100  spaces,  for  tenants  and  employees  only.  Construction  of  public  parking  requires  a  special  permit. 

During  the  period  1986-1997,  the  city  has  rehabilitated  about  97,000  dwelling  units  for  low  and  moderate  income 
residents,  and  subsidized  construction  of  16,000  new  dwelling  units,  at  a  cost  of  about  S5.1  billion.  The  primary  funding 
source  is  the  City's  capital  budget.  General  obligation  bond  funding  is  the  primary  source  of  capital  budget  funds 

I   including  those  used  for  capital  costs  of  subsidized  housing.  The  Director  for  Strategic  Planning  notes  that  a  1989  study 

1   (Berenyi)  found  NYC  spent  3.7  times  as  much  of  its  own  money  on  housing  as  the  next  50  largest  cities  combine 

1998  study  (Basolo)  found  that  New  York  spend  $786  million  on  housing  in  1995  compared  to  S251  million  in  the  next 
32  largest  cities  combined.  (The  1990  Census  set  NYC's  population  at  about  7.3  million  and  the  Census  Bureau 

I   estimates  the  current  population  at  about  7.4  million,  both  of  which  according  to  the  city  represent  a  substantial 

I  undercount.) 
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Europe 

Europe  has  historically  implemented  what  are  now  called  smart  growth  strategies.  "Car  free  cities"  is  a  recent  I  . 
effort,  offering  a  further  disincentive  for  reliance  on  the  private  automobile.  In  1998,  municipalities  in  Prance, 
representing  a  total  of  eight  million  citizens,  restricted  access  to  city  centres  to  clean-fuel  cars  and  public  transport  onl\ . 
on  certain  days.  As  reported  by  Environment  News  Service,  early  figures  showed  that  in  central  Paris,  levels  of  carbon 
monoxide  (CO)  dropped  30  %  and  those  of  nitrogen  oxides  (NO),  15  %.  Noise  levels  also  dropped.  Ninety-two  Italian 
towns  participated,  with  observers  from  the  UK,  Spain  and  Greece.  Two  Spanish  car-free  experiments  were  carried  out 
earlier  in  that  year  with  mixed  results.  In  Paris,  public  information  campaigns  preceded  the  events  and  opinion  polls  of 
pedestrians  and  shopkeepers  followed,  with  a  majority  reporting  satisfaction.  Europe,  historically,  has  had  disincentives 
to  auto  use  in  the  form  of  high  gas  prices,  reliable  and  convenient  transit,  as  well  as  traffic  congestion  in  populous  cities. 

Other  Smart  Growth  Projects 

The  Natural  Resources  Defense  Council  (NRDC),  with  two  non-profit  partners,  the  Center  for  Neighborhood 
Technology  (CNT)  and  the  Surface  Transportation  Policy  Project  (STPP),  is  nearing  completion  of  a  research  project  that 
studies  the  dependence  of  driving  on  a  wide  range  of  variables  using  regression  analysis,  (funded  by  the  Environmental 
Protection  Agency  (EPA),  Department  of  Energy  (DOE),  and  the  Federal  Transportation  Agency  (FTA)). 
For  example,  northeast  San  Francisco  and  San  Ramon,  were  found  to  differ  in  car  ownership  by  a  factor  of  three. 

Data  were  gathered  on  approximately  1,100  traffic  analysis  zones  (TAZ's)  in  the  metropolitan  Bay  Area,  about  2,000 
TAZ's  in  the  Los  Angeles  metro  area,  and  about  600  TAZ's  in  the  Chicago  metro  area.  Preliminary  results  appear  to 
show  that  four  variables  are  highly  statistically  significant,  influencing  average  car  ownership  and  vehicle  miles  tra\  eled 
(VMT).  These  include  housing  density,  household  income,  transit  service  density  (the  number  of  buses  (or  equivalent) 
per  hour  within  walking  distance),  and  household  size.  Another  variable  with  modest  statistical  significance  and  m 
modest  effect  on  the  result  is  pedestrian  friendliness.  According  to  preliminary  data,  some  areas  in  San  Francisco  were 
found  to  have  such  high  values  of  density  and  transit  service  that  the  need  to  drive  is  reduced  by  more  than  60  %, 
compared  to  a  suburban  situation.  Preliminary  results  indicate  that  trips  are  not  simply  transferred  1 : 1  from  auto  to 
transit,  but  that  the  transfer  from  auto  results  in  a  disproportionately  higher  reduction  in  trips  and  vehicle  miles  traveled 
(VMT),  with  the  possible  implication  that  the  presence  of  public  transit  reduces  the  need  to  drive  for  different  purposes 
and  may  reduce  the  number  of  overall  trips  by  all  modes  (including  transit).  Further  study  would  be  necessary  to  test  the 
validity  of  this  preliminary  finding.  If  valid,  it  means  that  expanding  transit  service  levels  could  produce  large  red 
in  traffic  and  congestion,  as  well  as  improving  air  quality,  which  is  correlated  with  VMT.  The  results  of  the  study  are 
expected  to  be  available  in  summer  2000. 

NRDC  staff  make  the  case  that  if  parking  is  continuously  added  to  a  system,  street  capacity  becomes  the  constraint  to 
circulation,  and  gridlock  is  the  end  product.  However,  if  limits  are  imposed  on  parking  supply,  traffic  congestion  rather 
than  street  capacity  is  the  constraint,  and  traffic,  including  auto  alternatives  such  as  taxis  and  transit,  can  still  move. 

NRDC  urges  greater  financial  recognition  of  benefits  of  transit  oriented  development  and  compact  residential  planning 
through  mechanisms  such  as  Location  Efficient  Mortgage  services.  Location  Efficient  Mortgage  serv  ices  recognize  the 
fact  that  a  resident  of  an  area  with  ample  transit  and  retail  services  may  travel  less  that  one-half  the  VMT  of  a  suburban 
counterpart,  for  a  savings  of  about  54.000/year.  Currently,  these  mortgages  are  offered  only  through  Fannie  M 
partnership  with  two  lenders  in  the  San  Francisco  area,  and  carry  a  loan  limit  of  S252.700. 

The  Sierra  Club  is  engaged  in  a  Challenge  to  Sprawl  campaign,  including  among  other  things,  use  of  the  NRDC  project 
data  discussed  above. 

The  Bay  Area  Alliance  for  Sustainable  Development .  is  a  multi-stakeholder  (federal,  state  and  regional  agencies,  private 
corporations,  utilities  and  activists)  coalition  established  to  develop  and  implement  an  action  plan  that  will  lead  to  a  more 
sustainable  Bay  Area.  The  Alliance  emphasizes  economy,  environment  and  social  equity. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


7 


SPUR  (the  San  Francisco  Planning  and  Urban  Research  Association)  has  been  engaged  in  smart  growth  issues, 
particularly  in  the  areas  of  expanding  the  City's  public  transit  system,  promoting  transit  oriented  development,  and 
channeling  growth  into  the  urban  core  instead  of  the  suburban  periphery.  SPUR  is  currently  supporting  the  transit 
oriented  community  planning  program  of  the  Planning  Department,  discussed  below. 

The  Council  of  Community  Housing  Organizations  (CCHO),  is  composed  of  about  26  religious  and  community  based 
non-profit  affordable  housing  development  corporations  and  other  affordable  housing  advocates.  Over  the  last  2" 
members  have  applied  smart  growth  strategies  in  central  city  neighborhoods  in  the  eastern  half  of  San  Francisco,  through 
affordable  housing-centered  community  development.  According  to  CCHO,  about  12,000  units  of  affordable  housing 
and  more  than  2,000  permanent  jobs  have  been  provided  in  these  low  income  neighborhoods  by  CCHO  members. 

The  San  Francisco  Housing  Action  Coalition  (HAC),  made  up  of  business,  civic,  neighborhood  and  environmental 
groups  and  housing  developers  (both  for-  and  non-profit)  was  formed  to  support  housing-friendly  policy  changes  for  the 
City.  HAC  has  supported  the  Better  Neighborhoods  2002  program  of  the  Planning  Department,  and  has  advocated  polic) 
changes  regarding  the  residential  permit  process,  residential  parking  requirements,  downtow  n  housing,  inclusionary 
affordable  housing,  and  transit-oriented  mixed  use  commercial  districts. 

Other  organizations,  including  the  San  Francisco  Chamber  of  Commerce,  the  Bay  Area  Council,  the  Greenbelt  Alliance, 
and  other  non-profits  and  activists  have  been  and  are  becoming  involved  with  smart  growth.  Homebuilders  groups 
part  of  the  smart  growth  dialogue.  Representatives  of  this  group  indicate  a  willingness  to  consider  both  denser  housing, 
if  convinced  of  market  demand,  and  affordable  housing  requirements.  Primary  concerns  are  for  a  shorter  and  more 
predictable  approval  process. 

SAN  FRANCISCO 

San  Francisco's  natural  growth  lines,  and  its  growth  pattern,  predate  the  more  recent  concept  of  urban  limit  lines 
for  development  enacted  across  the  country.  San  Francisco  is  less  than  7  miles  square,  a  total  of  only  about  -T 
square  miles  in  area,  located  on  a  peninsula  bounded  on  three  sides  by  San  Francisco  Bay  and  the  Pacific  Ocean. 
Included  in  this  area  are  large,  dedicated  open  spaces  such  as  the  Golden  Gate  National  Recreation  Area, 
Golden  Gate  Park  and  parts  of  the  Presidio.  The  City  developed  densely  in  multi-unit  buildings,  supported  b)  a 
dense  transit  network.  Many  neighborhoods  have  narrow  streets  and  dense  residential  development  which 
predate  the  automobile  and  parking  requirements,  and  cannot  easily  be  adapted  to  accommodate  largo  numbers 
of  automobiles.  (Figure  1  shows  the  City/County's  relative  size  and  central  location  in  the  regional  context,  i 

"Smart  growth"  currently  often  describes  a  regional  and  suburban  approach  to  land  use  planning.  At  the  local 
level  smart  growth  focuses  on  residential  density,  affordable  housing,  pedestrian  and  transit  orientation  of 
development,  and  reduced  reliance  on  the  private  automobile.  Historically,  the  City  developed  according  to 
smart  growth  concepts.  With  their  dense,  mixed  use  development  pattern,  extensive  transit  networks  and  small 
blocks,  many  San  Francisco  neighborhoods  embody  smart  growth  ideals.  Both  the  General  Plan  and  Planning 
Code  incorporate  smart  growth  planning  objectives  and  policies.  This  is  especially  true  for  the  downtown  core 
C-3  districts.  Some  code  sections  have  existed  essentially  for  decades,  and  some  citywide  Planning  Code 
requirements  vary  from  smart  growth  principles.  For  example,  parking  requirements  in  the  City  date  from 
1955.  The  base  requirement  remains  one,  independently  accessible  parking  space  per  dwelling  unit,  regardless 
of  location,  type  of  unit  (e.g.,  studio,  2-bedroom),  or  transit  availability.  In  1978.  citywide  rezoning  "down 
zoned"  large  parts  of  the  City  from  higher  to  lower  density  residential  development. 

According  to  Planning  Department  staff,  of  people  who  work  in  San  Francisco,  about  50  %  live  in  the  City.  Of 
working  San  Franciscans,  eight  out  of  ten  work  in  the  City.  Various  area  plans  of  the  General  Plan,  including 
the  Chinatown,  Van  Ness,  and  Rincon  Hill  Plans,  and  their  implementing  ordinances  in  the  Planning  Code 
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Figure  1:  San  Francisco  and  the  Region 


Note  to  Figure  1:  The  Bay  Area  covers  7,041  total  square  miles.  The  North  Bay  represents  53  %  of  that  total,  the  F  as!  Eta]  2 1 
%,  the  South  Bay  25  %,  and  San  Francisco  less  than  1  %  of  land  area  in  the  region.  Population  densities  in  San  1  rancisco  are 
by  far  the  highest  in  the  Bay  Area.  (Commerce  and  Industry  Inventory,  1999;  SF  Planning  Department) 


include  incentives  for  housing  production  and  have  resulted  in  a  number  of  housing  developments.  The  Van 
Ness  and  Rincon  Hill  plan  areas  were  the  subject  of  program  EIR's  that  streamline  the  approval  pro. :e 
subsequent  residential  projects.  The  Redevelopment  Agency  has  produced  new  and  denser  housing,  as  well,  for 
example  in  the  Rincon  Point  South  Beach  redevelopment  area  near  downtown. 

In  the  1980's  the  City  developed  its  Downtown  Plan  and  implementing  ordinances  in  the  Planning  Code, 
incorporating  smart  growth  strategies.  For  example,  no  parking  is  required  for  office  development  in  the 
downtown  core;  parking  is  required  for  downtown  housing  at  a  ratio  of  1  space  to  4  units  compared  to  the  base 
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requirement  of  1:1  citywide;  the  highest  density  zoning  districts  are  located  along  the  Market  Street  transit  spine 
and  the  Transbay  terminal  at  which  transit  systems  from  the  north,  east  and  south  bay  converge.  Linkage  fee 
requirements  for  childcare,  affordable  housing,  transit,  art  and  open  space  are  part  of  the  appro\  al  process  for 
downtown  office  development.  Housing  is  encouraged  in  order  to  create  a  vital,  24-hour  downtown  core:  and 
affordable  housing  downtown  is  exempt  from  Floor  Area  Ratio  (FAR)  calculations.  The  plan  and  ordinances 
address  protection  of  sunlight  in  public  spaces  from  shading  by  large  buildings,  reduction  of  ground  level 
winds,  and  include  a  pedestrian  network. 

Historically,  regional  and  local  mass  transit  diversified  and  expanded  during  the  1970's  and  1980's.  In  1  973, 
the  Planning  Commission  and  Board  of  Supervisors  adopted  "Transit  First"  as  City  policy,  giving  top  priority  to 

j    public  transit  investments  as  the  center  of  the  City's  transportation  policy  and  adopting  street  capacity  and 
parking  policies  to  discourage  increases  in  auto  traffic.  BART  (Bay  Area  Rapid  Transit  system)  began  sen  ice 

j    in  the  east  and  west  bay  in  1972-73,  and  transbay  service  in  1974.  Marin-San  Francisco  commuter  ferry  sen  ice 
was  reinstated  in  1970.  And  the  Golden  Gate  Bridge  Highway  and  Transit  District  and  Sam  Trans  took  over 
transit  operations  in  the  north  bay  and  the  peninsula.  The  Municipal  Railway  (Muni)  upgraded  its  surface 
streetcar  operation  to  a  surface  and  subway  light  rail  network  in  1979.  And,  the  California  Department  of 
Transportation  took  over  peninsula  rail  service  as  Caltrain  in  1980,  succeeded  by  the  Peninsula  Joint  Powers 
Board  (JPB),  in  1993. 

I    By  the  early  1990's,  twenty  years  from  the  adoption  of  Transit  First,  its  implementation  appeared  successful: 
I    nearly  all  the  substantial  growth  in  commuter  travel  to  and  from  the  Financial  District  since  1970  was 
J    accommodated  on  transit.  According  to  Planning  Department  staff,  employment  doubled  downtown  during  the 
1970's  and  the  increase  was  accommodated  on  transit,  without  a  significant  increase  in  automobiles. 

1    The  Transportation  Element  of  the  General  Plan  contains  the  City's  Transit  First  policy: 

•  Maintain  public  transit  as  the  primary  mode  of  transportation  in  San  Francisco  and  as  a  means  through  w  hich  to  guide 
future  development  and  improve  regional  mobility  and  air  quality,  (Objective  1 1).  Other  objectives  and  policies  include: 

•  Develop  and  implement  a  plan  for  operational  changes  and  land  use  policies  that  will  maintain  mobility  and  safety 
:     despite  a  rise  in  travel  demand  that  could  otherwise  result  in  system  capacity  deficiencies. 

•  Develop  and  implement  programs  that  will  efficiently  manage  the  supply  of  parking  at  employment  centers  throughout 
the  city  so  as  to  discourage  single-occupant  ridership  and  encourage  ndeshanng,  transit  and  other  alternatives  to  the 
single-occupant  automobile. 

j    •  Permit  minimal  or  reduced  off-street  parking  for  new  buildings  in  residential  and  commercial  areas  adjacent  to  transit 
centers  and  along  transit  preferential  streets. 

These  General  Plan  policies  and  objectives  have  been  incorporated,  in  part,  into  the  Planning  Code. 

\   The  Intermodal  Surface  Transportation  Efficiency  Act  in  1991,  signaled  the  federal  government's  new  emphasis 
on  funding  transportation  projects  with  a  multi-modal  emphasis. 

The  benefits  of  the  City's  investment  in  alternatives  to  the  single-occupant  vehicle  (SOV),  extended  beyond  its 
relatively  clean  air  and  stabilized  traffic  congestion.  In  1992,  surveys  of  automobile  and  transit  use  showed  the 
City,  unique  among  all  other  cities  in  the  Bay  Area,  was  in  compliance  with  the  standards  set  by  the  Bay  Area 
'   Air  Quality  Management  District  (BAAQMD).  Therefore,  the  District  determined  the  City  did  not  need  to 
develop  either  a  trip  reduction  ordinance  or  additional  employer  programs  to  reduce  automobile  commuting, 
saving  the  City  and  its  large  employers  from  costs  and  penalties  that  would  have  otherwise  applied.  The  high 
transit  modal  split  fostered  over  the  twenty  years  by  official  City  policy  thus  positioned  San  Francisco  uniquely 
among  California  cities  in  1993,  exempting  many  of  the  City's  employers  from  burdensome  regional 
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regulations.  The  air  quality  in  San  Francisco  and  the  nine-county  Bay  Area  was  maintained  abo\  e  all  applicable 
federal  standards  of  pollutants,  such  that  in  1995  the  Bay  Area  became  the  only  large  metropolitan  area  in 
California  to  be  designated  as  an  attainment  Region  by  the  EPA.  This  designation  removed  the  threat  of 
relevant  federal  sanctions  in  San  Francisco  and  the  Bay  area  ,  removed  administrative  burdens  on  its  industries 
and  relieved  them  from  imposition  of  more  extreme  emission  controls.  In  1995,  as  noted,  EPA  redesignated  the 
Bay  Area  as  attainment  for  the  national  (1-hr)  ozone  standard  in  recognition  of  improved  conditions  through  the 
early  1990's. 

However,  in  1998,  US  EPA  reinstated  the  former  nonattainment  designation  for  this  standard  based  on 
monitored  violations  in  some  parts  of  the  Bay  Area  in  1995  and  1996.  The  Bay  Area  remains  nonattainment  for 
the  state  ozone  standards  and  respirable  particulate  matter  (PM-10)  standard  and  unclassified  for  the  national 
PM-10  standard.  Trends  in  carbon  monoxide  (CO)  emissions  are  downward,  due  to  cleaner  fuels  and  more 
efficient  vehicles.  With  VMT  increasing  at  a  greater  rate  than  the  population  of  the  air  basin,  ho\\e\  er.  there  is 
a  risk  that  these  gains  could  be  negated. 

During  the  decade  1988-1998,  Muni  ridership  declined.  By  the  late  1990's,  after  low  funding  levels  for  Muni 
stemming,  in  part,  from  a  recession  economy,  Muni  was  experiencing  difficulties,  including  the  infamous  Muni 
meltdown  of  the  LRV  system  in  1998.  Some  transit  riders  gathered  signatures  for  a  Rescue  Muni  ballot 
initiative.  A  Charter  amendment  encompassing  the  goals  of  the  initiative,  supported  by  a  broad  spectrum  of 
interests,  was  passed  by  voters  in  November  1999.  It  created  a  Municipal  Transportation  Agency  (M  I  A ). 
guaranteed  a  revenue  stream  for  Muni  and  included  performance  standards  and  accountability  measures,  and 
strengthened  the  City's  transit  first  policy. 

At  the  present  time,  San  Francisco  is  experiencing  somewhat  of  a  backlash.  Some  residents,  officials  and  new  s 
media  are  expressing  frustration  about  lack  of  parking,  and  support  parking  at,  or  above,  requirements,  including 
in  the  downtown  core.  In  spring  2000,  the  Planning  Commission  approved  the  First  and  Howard  Street 
development  adjacent  to  the  Transbay  Transit  Terminal  transit  center,  a  prime  TOD  site,  zoned  for  the  most 
dense  development  in  the  downtown  core,  with  maximum  height  limits  of  200  and  400  feet.  The  approved 
development  will  include  about  854,000  gsf  of  office  space;  31,800  gsf  of  ground  floor  retail  space;  and  about 
346  valet  parking  spaces  (reduced  by  the  Planning  Commission  from  1,500).  The  development  w  ill  be 
constructed  in  three  buildings  of  9  and  10  stories  (144  and  158-ft-tall).  There  will  be  three  pla/as  (totaling 
22,580  sq.ft.),  and  3,825  sq.ft.  of  pedestrian  walkways.  No  residential  space  is  proposed.  Four  blocks  are 
included  in  the  overall  phased  development  parcel,  which  could  include  future  development  like  that  appn 
The  development  is  not,  overall,  a  smart  growth  project  by  most  TOD  standards.  It  includes  jobs  near 
convenient  transit,  iewer  parking  spaces  than  originally  proposed,  and  publicly  accessible  open  space,  and  will 
allow  sunlight  into  the  south  side  of  the  terminal  site.  Unlike  TOD,  however,  it  provides  parking,  where  none  is 
required,  at  a  transit  hub;  includes  mid-rise  structures  rather  than  the  denser  highrises  envisioned  under  area 
zoning,  and  lacks  the  residential  component  of  TOD. 

The  site  is  part  of  the  Transbay  area.  The  City  is  currently  participating  on  the  Transbay  Improvement  Panel 
under  the  auspices  of  MTC;  the  five  decision  makers  on  the  panel  (which  includes  numerous  advisory 
representatives)  are  San  Francisco  (Mayor  and  Board  of  Superv  isors),  MTC,  Caltrans,  AC  Transit,  and  the 
Peninsula  Joint  Powers  Board.  A  conceptual  plan  for  a  multi-modal  terminal  is  in  progress.  At  present,  the 
panel  envisions  use  of  Caltrans  parcels  in  the  area  as  TOD's  with  high  density  housing,  office  and  retail  in  high- 
rise  structures.  Development  of  these  former  freeway  parcels  and  terminal  ramps  would  provide  revenue  to 
fund  a  rebuilt  terminal. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


11 


San  Franciscans  remain  willing  to  get  out  of  their  cars,  if  presented  with  good  alternatives.  The  new  do\s  mow  n 
Giant's  ballpark  is  one  example.  According  to  Department  of  Parking  and  Traffic  staff,  it  appears  that  at  Pacific- 
Bell  Park,  roughly  50  %  of  fans  are  using  transit:  BART  carries  about  7,000  people  to  the  games,  Cultrum 
about  5,000,  Muni  about  10,000  (many  of  these  are  also  BART  users),  and  ferries  about  1 ,000.  PacBell  Park 
holds  about  41,000,  and  there  are  83  games/year,  which  are  currently  sold  out.  Annual  transit  use  is,  thus,  about 
1,660,000  or  roughly  1.5  million  people.  So  far,  these  numbers  validate  the  predictions  of  planners  and 
advocates  of  a  downtown,  transit  accessible  ballpark. 

By  comparison,  according  DPT  staff,  about  15-10  %  of  49ers  football  fans  now  take  the  bus  (Muni,  Sam  I  i 
Golden  Gate  Transit,  Santa  Clara  Valley  Transportation,  private  charter  bus)  to  Candlestick-3Com  Park.  I  he 
percentage  on  the  bus  to  Giant's  baseball  games  was  only  about  2-3  %  for  games  at  Candlestick-3  Com  Park. 
Attendance  was  from  1.2-1.8  million  people  per  year. 

Nationally,  regionally  and  locally,  smart  growth  is  focused  on  the  neighborhood  level.  In  San  Francisco,  the 
Planning  Department  is  currently  coordinating  development  of  neighborhood  plans  for  several  "transit  rich"' 
areas  including  the  Balboa  Park  BART  station  area,  the  upper  Market-Octavia  Boulevard  area,  and  the  Central 
Waterfront  area.  (All  three  studies  are  funded  by  the  General  Fund;  the  Balboa  Park  Station  Area  study  is  partly 
funded  by  a  Federal  Highway  Administration  grant.)  The  program  includes  intensive  public  participation,  a 
specific  plan  process  including  public  review  of  draft  plans  and  public  hearings.  The  associated  Environmental 
Impact  Reports  (EIR's)  for  the  specific  plans  will  streamline  permit  review  and  expedite  subsequent 
development  conforming  to  the  specific  plan. 

The  ABAG  General  Assembly  2000  (April  2000)  on  Smart  Growth  (discussed  below),  focused  on 
implementing  smart  growth,  especially  in  suburbs,  for  example,  encouraging  residential  densities  of  4  units  acre 
to  25units/acre  up  to  40  plus/acre  instead  of  only  single-family  detached  homes  on  large  lots.  In  contrast.  San 
Francisco  is  very  dense,  according  to  Planning  Department  staff,  the  most  dense  U.  S.  city  after  New  York.  San 
Francisco's  density  is  about  15.6  dwelling  units/net  acre  not  including  streets.  (If  federal  land  within  the  ( lit)  . 
such  as  the  GGNRA  [Golden  Gate  National  Recreation  Area]  is  subtracted,  the  density  increases  further.)  Some 
of  San  Francisco's  most  prized  neighborhoods  are  its  most  dense,  as  are  some  of  its  poorer  neighborhoods. 

The  following  are  representative  densities  for  different  parts  of  the  City.  These  existing  densities  in  the  dr.  are 
generally  at,  or  beyond,  the  maximum  goals  for  density  in  other  parts  of  the  Bay  Area.  For  example,  the  density 
within  a  %  -mile  radius  of  Geary  and  Leavenworth  in  the  Tenderloin  is  about  160  dwelling  units  net  acre;  for 
Broadway  and  Columbus  in  North  Beach  it  is  90  dwelling  units/net  acre;  for  Mission  and  24*  Street  in  the 
Mission,  40  dwelling  units/net  acre;  for  Judah  and  45th  Avenue  in  the  Sunset,  25  dwelling  units  per  net  acre: 
and  for  Mission  and  Ocean,  edge  of  Balboa  Park  Study  area,  17  dwelling  units/per  net  acre.  Planners  believe 
that  housing  needed  to  accommodate  the  demand  created  by  job  growth  only,  to  the  year  2020  can  be 
accommodated  by  infill  development  (including  vacant  and  underutilized  parcels)  generally  within  the  existing 
zoning  envelope,  while  maintaining  the  character  of  the  City's  neighborhoods.  Planners  also  believe  that  there 
are  opportunities  in  the  City  to  modify  zoning  to  address  the  City's  overall  housing  need  and  improve  In  ability, 
in  both  transit  intensive  areas  and  underutilized  commercial  and  industrial  areas  such  as  portions  of  the  central 
waterfront. 

San  Francisco  and  the  Bay  Area  are  now  in  the  midst  of  a  booming  economy  and  a  housing  crisis.  And. 
according  to  ABAG  Projections  2000,  there  will  be  about  58,500  additional  jobs  in  San  Francisco  between 
and  2010.  Over  the  entire  20-year  forecast  period,  the  number  of  jobs  in  the  City  will  increase  by  about 
102,800.  For  the  2000  to  2020  period,  ABAG  forecasts  an  increase  in  employed  residents  of  about  45.200 
individuals,  and  projects  about  25,886  new  households.  In  its  Regional  Housing  Needs  1999-2006  Allocation,  a 
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state  mandated  process,  ABAG  projects  an  average  yearly  need  for  San  Francisco  of  2,700.  Under  the  state 
Housing  Needs  Allocation  program,  the  local  Residence  Element  must  incorporate  this  estimate. 

THE  STATE  AND  THE  REGION 

At  the  state  level,  legislators  are  considering  smart  growth  issues.  Four  legislative  initiatives,  authored  by 
Assemblymember  Tom  Torlakson,  originated  from  a  public  hearing  process  of  the  Assembly  Select  Committee 
on  Jobs-Housing  Balance.  These  bills  include  AB  2048-Jobs-Housing  Opportunity  legislation;  AB2054-Inter- 
Regional  Partnership  (IRP)  State  Pilot  Project  to  Improve  the  Balance  of  Jobs  and  Housing;  AB  2033-State 
Land  Inventory  for  Strategic  Growth  Planning;  and  AB  779  -  Density  Bonus  for  Transit-Oriented  Development. 
On  the  Senate  side,  SB  2017  (Perata)  also  addresses  jobs-housing  balance  in  the  Bay  Area.  AB  779  among 
other  things,  would  grant  a  25%  density  bonus  for  developments  within  V^-mile  of  a  transit  station,  including 
allowing  developments  to  exceed  local  height  limits.  SB  2017  requires  the  Metropolitan  Transportation 
Commission  (MTC)  and  the  Association  of  Bay  Area  Governments  (ABAG)  to  evaluate  whether  Cities  and 
Counties  are  accepting  their  fair  share  of  housing  starts  and  participating  in  regional  congestion  reduction  plans. 
These  prospective  bills  would  affect  San  Francisco.  AB  779,  in  particular,  highlights  the  distinction  bctu  een 
cities  and  suburbs  in  the  state  and  the  region.  As  just  one  example,  the  relative  portions  of  suburbs  affected  in 
the  bill  would  be  expected  to  be  much  lower  than  in  San  Francisco,  much  more  of  which  would  be  expected  to 
be  within  !/4-mile  of  a  transit  station,  depending  on  the  definition  of  "station". 

Relevant  regional  agencies  includes  the  Bay  Area  Air  Quality  Management  District  (BAAQMD),  discussed 
above  in  relation  to  transportation  in  the  City.  The  Metropolitan  Transportation  Agency  (MTC)  coordinates 
transportation  throughout  the  region.  It  coordinates  grant  applications  and  distributes  funding  for  the  nine  Bay 
Area  counties.  Funding  decisions  now  include  consideration  of  smart  growth  components.  MTC  also  oversees 
area  ferry  plans. 

The  Bay  Area  Rapid  Transit  agency  (BART),  serves  primarily  the  central  Bay  area,  with  cities  such  as  San  Jose 
pressing  for  BART  extensions.  BART  is  currently  actively  participating  in  station  area  planning  throughout  the 
Bay  Area,  using  smart  growth  concepts  and  criteria. 

ABAG  Conference:  Issues  And  Approaches 

The  ABAG  conference  jointly  with  the  Urban  Land  Institute  (ULI)  Leadership  Forum  on  Smart  Grow  th  i  AB  ki  i 
General  Assembly  2000)  produced  the  following  ten  recommended  priority  actions: 

1 .  Develop  a  regional  smart  growth  strategy. 

2.  Link  urban  growth  boundaries  with  the  establishment  of  complementary  policies  and  incentives  to  ensure  that  needed 
housing  is  accommodated  within  the  boundaries. 

3.  Exchange  one-half  cent  of  the  locally  levied  sales  tax  for  an  equivalent  amount  of  property  tax.  Jurisdictions  will 
continue  to  benefit  somewhat  from  retail  growth.  (Currently,  for  example,  big  box  retail  may  be  more  profitable  for 
local  jurisdictions  than  residential  development.)  This  recommendation  would  also  however  rew  ard  grow  th  in 
property  values.  Therefore,  communities  that  encourage  housing  development  and  otherw  ise  see  an  increase  in 
property  values  would  be  rewarded. 

4.  Create  regional  revenue  pools  to  reward  smart  growth  behavior. 

5.  Reform  regional  housing  needs  determination  process  so  that  needed  housing  is  allocated  according  to  smart  grow  th 
principles. 

6.  Provide  incentives  for  creating  housing  at  all  income  levels. 

7.  Provide  grants  or  loans  to  jurisdictions  to  develop  transit-oriented  development  (TOD)  plans,  establish  zoning  and 
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perform  specific  area  CEQA  analysis  in  order  to  address  community  and  environmental  concerns  and  streamline 
future  development  in  these  areas. 

8.  Add  infill  rail  stations  and  transit-oriented  development  within  existing  rail  networks,  where  feasible.  C  Consider 
augmenting  service  to  create  new  limited  transit  lines. 

9.  Extend  rail  lines  only  when  station  areas  are  rezoned  to  appropriate  densities  and  allow  mixed  use  and  mixed  income 
development. 

10.  Improve  public  schools. 

Other  funding  mechanisms  include  in  addition  to  item  3)  above,  a  proposed  ERAF  (Education  Revenue 
Augmentation  Fund)  settlement.  This  would  return  Slbillion  in  property  taxes  collected  by  localities  and 
transferred  to  the  state  to  bail  out  state  education  during  the  recession  in  the  early  1990's.  In  addition. 
Permanent  Vehicle  License  Fee  Subvention  is  being  considered  to  maintain  the  per  capita  subvention  and 
replace  the  revenue  lost  due  to  the  reduction  in  the  Vehicle  License  Fee,  and  Permanent  Countywide  Sale-  I  a 
Authority  so  that  voters,  upon  approval  of  the  proposal,  would  have  the  assurance  that  the  resultant  revenues 
could  not  be  used  to  supplant  State  spending  . 

The  conference  included  exchange  of  information  regarding  models  for  developing  consensus  about  growth; 
transit  oriented  development  including  the  importance  of  citizen  participation  and  "buy-in"  to  the  process  \  ersus 
from-the-top-down  mandates;  the  necessity  of  higher  housing  densities  including  secondary  units  ( in  law  units); 
the  importance  of  design  in  implementing  higher  density  housing  development;  use  of  tools  such  as  GIS 
systems  and  visual  computer  programs  to  show  how  proposed  development  scenarios  would  actually  appear,  al 
scale  in  their  setting;  funding  sources  and  mechanisms  including  state  tax  reforms  to  return  revenues  to 
localities  for  use  toward  smart  growth;  the  commitment  of  political  will;  and  success  stories. 

CONCLUSION 

The  different  characteristics  of  suburbs  and  center  cities  in  the  region  call  for  different  specific  approaches  to 
implementation  of  transit  oriented  development,  and  balance  in  the  region  is  an  important  component  of  smart 
growth  planning.  Smart  growth  continues  to  be  relevant  for  the  City  at  this  time  of  economic  and  population 

|    growth,  housing  demand  and  traffic  congestion.  Smart  growth  principles  and  policies  are  a  "'good  fit"  for  San 
Francisco,  consistent  with  its  historic  development  patterns,  built  form  and  geographic  constraints.  The  1 

■    needs  to  maintain  its  commitment  to  smart  growth  planning  or  it  could  find  itself  at  an  increasing  disad  ■ 
as  other  jurisdictions  in  the  region  take  up  smart  growth  policies  with  new  energy.  Coordination  with  these 
other  jurisdictions -regarding  land  use,  development  and  transportation  planning  will  help  the  City  with  its  own 
planning.  Successful  smart  growth  efforts  in  Seattle  and  Oregon,  for  example,  include  a  clear  state,  regional  and 
local  vision  of  land  use  and  growth,  that  provide  for  effective  planning  and  positive  results. 

Innovation  is  also  important.  The  City  is  known  as  a  center  for  new  ideas.  The  cable  car,  for  example,  was 
invented  here  in  response  to  the  constraints  of  the  geography  of  the  City.  The  City  can  continue  to  apply  this 
[    ingenuity  to  issues  of  design  and  density  and  improving  an  already  heavily  used  transit  system.  A  continuing 
thread  in  the  smart  growth  dialogue  is  how  to  provide  needed  densities  of  development,  especially  residential 
development,  that  are  an  asset  for  the  community. 
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Summary  of  Requested  Action 


The  San  Francisco  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst  (OLA)  conduct  a 
survey  of  successful  municipal  tree  programs. 

This  request  was  submitted  in  two  parts.  The  first  part  sought  information  on  such  components  as  program 
efficiency;  a  well-stocked  healthy  tree  canopy;  an  informed,  supportive  and  involved  constituency;  and  tree- 
focused  city  planning.  The  second  part  asked  for  additional  information  including  costs  and  funding  sources  of 
tree  programs  surveyed;  steering  committees;  and  the  role  of  private  non-profit  organizations  in  tree  programs. 
Both  parts  asked  that  certain  municipalities  be  surveyed.  These  two  parts  have  been  consolidated  and  are 
addressed  in  this  report. 


Executive  Summary 

This  report  examines  successful  tree  programs  in  three  California  cities:  Claremont,  Modesto  and  Los  Angeles; 
and  New  York  City;  Milwaukee,  Wisconsin;  and  Seattle,  Washington.  Each  city  has  developed  a  tree  program 
that  is  uniquely  suited  for  managing  and  caring  for  its  trees.  However,  there  are  certain  characteristics  that 
appear  in  most,  if  not  all,  of  these  tree  programs. 


First,  cities  surveyed  have  either  a  single  agency  responsible  for  managing  both  street  and  park  trees,  or  working 
groups,  to  coordinate  inter-departmental  tree  efforts  and  reduce  overlap.  Second,  most  cities  use  a  combination 
of  funding  sources  to  support  their  tree  programs.  Third,  a  few  cities  have  a  tree  advisory  committee,  and  those 
without  such  committees  tend  to  have  partnerships  with  private  urban  forestry  organizations  as  well  as  support 
from  citizen  groups.  Fourth,  all  of  the  cities  surveyed  have  developed  tree  inventories  or  databases.  This 
mechanism  improves  a  city's  ability  to  respond  to  service  requests  and  maintain  more  regular  trimming  pruning 
cycles.  Fifth,  many  cities  have  passed  tree  ordinances,  outlining  their  polices  and  procedures  for  managing 
public  trees  as  well  as  the  responsibilities  of  property  owners  concerning  trees  in  the  public  right-of-way. 
Finally,  most  cities  perform  tree  maintenance  on  a  service-area  basis,  rather  than  in  response  to  individual 
requests  for  service.  This  strategy  reduces  maintenance  costs  and  enhances  overall  tree  health. 
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Current  Law  and  Practice 


The  City  and  County  of  San  Francisco  -  There  is  currently  no 
citywide  approach  to  managing  municipal  trees  and  no  citywide 
database  exists  that  contains  information  about  all  trees  in  the 
City.  A  number  of  City  departments  own  trees,  and  there  are 
different  departmental-level  management  approaches.  In 
addition,  most  departments  do  not  maintain  data  on  their  trees. 

Two  City  departments  are  primarily  responsible  for  managing 
trees.  The  Department  of  Public  Work's  (DPW)  Division  of 
Urban  Forestry  manages  approximately  30,000  street  trees. 
Another  estimated  60,000  street  trees  are  maintained  by  private 
property  owners.  The  Division  keeps  an  inventory  of  all  City- 
managed  street  trees.  This  inventory  is  shared  with  the 
TreeCorps  program,  which,  under  the  aegis  of  the  Sheriffs 
Department,  is  responsible  for  planting  and  watering  some 
DPW  trees.  The  Recreation  and  Park  Department  manages 
about  27,000  additional  trees  in  parks  and  squares  throughout 
the  City.  Its  inventory  includes  trees  that  are  more  than  6- 
inches  in  diameter  and  more  than  20-feet  tall  as  they  have  the 
greatest  potential  to  cause  harm  by  falling  or  spreading  disease. 
This  report  examines  street  trees  only. 

Although  DPW  strives  to  perform  tree  maintenance  on  a  service  area  basis,  individual  requests  for  tree  services 
receive  highest  priority,  and  can  divert  resources  from  scheduled  maintenance.  As  a  result,  regular  tree 
maintenance  is,  on  average,  once  every  7  years.  The  City's  Urban  Forester  advises  that  the  majority  of  City- 
managed  street  trees  are  in  good  condition.  However,  approximately  400  trees  along  Sunset  Boulevard  and 
Brotherhood  Way  are  susceptible  to  Pine  Pitch  Canker,  an  incurable  disease,  and  will  likely  die  within  the  next 
several  years. 

In  FY  00-01,  the  Division's  budget  for  tree  maintenance  is  about  S2.3  million,  including  tree  pruning,  removals, 
staking,  weeding,  and  other  miscellaneous  activities  as  well  as  tree-related  sidewalk  repairs.  The  City's  average 
expenditure  per  tree  is  not  calculable  since  tree  costs  are  not  a  separate  line  item.  Of  the  $2.3  million  budget, 
$1.8  million  is  from  the  State  Gas  Tax  and  $500,000  comes  from  the  San  Francisco  Transportation  Authority. 

Article  16  of  the  City's  Public  Works  Code,  the  Urban  Forestry  Ordinance,  contains  rules  and  regulations 
governing  street  trees.  The  Recreation  and  Open  Space  element  of  the  City's  General  Plan,  Objective  2,  Policy 
9:  Maintain  and  Expand  the  Urban  Forest.  Policy  9  encourages  the  City  to  implement  a  reforestation  program 
that  includes  a  systematic  inventory;  planting,  re-planting  and  maintenance  standards;  wood  waste  management 
and  utilization;  and  interagency  coordination  and  public  information. 

In  San  Francisco,  the  Tree  Advisory  Board  advises  DPW  on  street  tree  issues.  However,  there  is  no  citywide  or 
inter-departmental  tree  advisory  committee  in  San  Francisco.  There  is  at  least  one  private  urban  forestry  group 
operating  in  the  City.  Friends  of  the  Urban  Forest  (FUF)  is  a  community-based  organization  which  works  in 
partnership  with  neighbors,  business  and  the  City  to  expand  and  maintain  the  City's  urban  forest.  To  date,  FUF 
has  planted  over  33,000  street  trees  citywide  (which  are  cared  for  by  private  property  owners). 
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Figure  1:   San  Francisco 

City  Population:  800,000 

Total  Number  of  Street  Trees:  90,000 

Number  of  Street  Trees  per  Capita: 
0  . 11 

FY  00-01  Tree  Budget:   $2.3  million 
(for  tree  maintenance  only) 

Average  FY  00-01  Expenditure  per 
Tree:  Not  calculable   (see  text) 

Length  of  Pruning  Cycle:       7  years 

Percentage  of  Trees  in 
Excellent /Good  Condition:  Not 
available 

Note:   Financial  figures  are  for 
street  trees  only. 

Source:  OLA  and  the  City's  Division 
of  Urban  Forestry 
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Tree  Programs  in  Other  Jurisdictions 

The  City  of  Claremont  -  The  Community  Services  Department 
(CSD)  is  responsible  for  managing  trees  on  City  property. 
There  are  over  23,000  trees  citywide,  including  approximately 
19,000  street  trees  and  4,000  park  trees.  CSD  performs 
routine  maintenance  on  all  City-owned  trees,  on  average,  once 
every  3  to  6  to  9  years,  depending  on  species  type.  The 
Department  maintains  its  trees  on  a  request  for  service  basis 
(except  newly  planted  trees  which  are  pruned  on  a  block-by- 
block  basis).  CSD  keeps  an  inventory  of  all  City-owned  trees, 
including  detailed  site  characteristics  and  work  histories  for 
each  tree. 

In  FY  99-00,  CSD's  operating  budget  for  trees  totaled 
$568,920,  including  $198,000  for  City  staff  and  $370,920  for 
contract  services  and  other  miscellaneous  expenses.  Thus, 
expenditure  per  tree  averaged  $24.74  (based  on  23,000  street 
and  park  trees  citywide).  As  in  previous  years,  the 
Department's  FY  99-00  budget  for  trees  was  funded  with  a 
combination  of  General  Fund  dollars  and  revenues  generated 
from  the  City's  Landscape  and  Lighting  District  (LLD),  a 
special  assessment  district. 


The  Community  Services  Commission  serves  as  the  City's  tree  advisory  board.  The  Commission  holds  regular 
meetings  for  the  purpose  of  reviewing  tree-related  issues  and  determining  the  needs  of  the  City  with  respect  to 
its  tree  planting  and  maintenance  programs.  It  makes  recommendations  to  the  City  Council  on  polices  and 
ordinances  which  pertain  to  the  care  and  protection  of  public  trees,  and  on  selecting  species  of  trees  for 
designation  along  City  streets.  It  also  helps  to  educate  and  inform  the  public  on  proper  tree  care,  and  promotes 
the  value  of  trees  to  the  community. 

There  are  currently  no  private  urban  forestry  organizations  operating  in  Claremont.  According  to  CSD  staff,  the 
majority  of  residents  support  the  City's  tree  program.  Residents  are  responsible  for  protecting  and  watering  any 
City  tree  located  within  the  public  easement  on  their  property,  and  to  notify  CSD  of  any  tree  hazards  or 
maintenance  needs.  Also,  any  person  wishing  to  remove,  cut,  prune,  spray  for  control  of  insects  and  disease, 
and  otherwise  disturb  a  City  tree  must  first  obtain  a  permit  from  CSD. 

Trees  are  an  important  element  of  city  planning  in  Claremont.  The  City's  General  Plan  refers  to  trees  in  several 
of  its  policies.  For  example,  General  Policy  3  states,  "The  City  shall  encourage  preservation  and  enhancement 
of  existing  landscaping,  recognizing  the  importance  of  tree-lined  streetscapes  to  the  image  of  Claremont."  At 
least  two  other  polices  in  the  General  Plan  refer  to  the  preservation  and  enhancement  of  trees. 

According  to  Claremont  officials,  the  majority  of  the  City's  trees  are  healthy;  78%  of  trees  are  in  good  condition 
and  18%  are  in  fair  condition.  Only  4%  are  in  poor  condition,  dying  or  dead.  CSD  designates  certain  tree 
species  for  each  street  to  ensure  that  the  right  tree  is  planted  in  the  right  place.  Species  are  designated  based 
upon  (among  other  criteria)  pest  and  disease  resistance,  drought  tolerance,  shading  potential  and  availability. 
Other  program  highlights  include:  a  tree  policy  manual  that  defines  the  City's  policies  and  procedures  for  the 
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Figure  2:  Claremont 

City  Population:  35,413 

Total  Number  of  Street  Trees : 
19,000 

Number  of  Street  Trees  per  Capita: 
0  .  54 

FY  99-00  Tree  Budget:  $568,920  (for 
tree  maintenance  only) 

Average  FY  99-00  Expenditure  per 
Tree:  $24.74 

Length  of  Pruning  Cycle:  3,  6,  or 
9  years 

Percentage  of  Trees  in 
Excellent/Good  Condition:  78% 

Note:   Financial  figures  are  for 
both  street  and  park  trees. 

Source:   OLA  and  the  City  of 
Claremont 


management  and  care  of  City-owned  trees,  and  special  protection  status  for  certain  trees  which  by  virtue  of  their 
species,  size,  age,  appearance  or  historical  significance  are  determined  to  be  "outstanding"  by  the  City's 
Community  Services  Commission. 

The  City  of  Modesto  -  The  Community  Forestry  Division 
(CFD)  of  the  Operations  and  Maintenance  Department  is 
responsible  for  managing  all  street  and  park  trees  in  Modesto. 
There  are  approximately  103,000  trees  citywide,  including 
78,000  street  trees  and  25,000  park  trees.  A  street  tree 
inventory  was  originally  conducted  in  1985  and  has  been 
periodically  updated  in  a  tree  inventory  management  database. 

The  CFD  spent  approximately  $2,215,000  million  on  its  tree 
program  in  FY  97-98  (the  latest  year  for  available  data).  Of  this 
amount,  $315,572  was  for  City  staff,  $271,090  was  for  tree 
establishment  and  $1,627,842  for  mature  tree  care.  At  that 
time,  there  were  91,178  trees  citywide;  thus,  the  City  spent,  on 
average,  $24.29  per  tree  during  the  fiscal  year.  The  majority  of 
the  program's  costs  are  funded  with  General  Fund  dollars  and 
revenues  received  from  the  State  Gas  Tax  (about  $800,000 
annually).  The  CFD  also  receives  revenues  from  tree  services  it 
provides  to  other  entities  within  the  City  ($63,132  in  FY  97- 
98). 

The  City  does  not  have  a  tree  advisory  committee.  CFD  staff 
advise  that  the  vast  majority  of  Modestans  support  the  City's  tree  program.  As  such,  there  has  not  been  a  need 
for  private  urban  forestry  organizations  to  operate  in  Modesto.  Nevertheless,  the  Tree  Foundation  is  in  the 
process  of  being  established.  Its  primary  goal  will  be  to  seek  additional  funding  sources  for  new  tree  plantings 
and  maintenance.  Initially,  the  foundation  will  be  funded  by  both  the  City  and  Modesto 's  local  utility  district 
with  the  district  expected  to  assume  greater  fiscal  support  in  the  future. 

In  Modesto,  tree  maintenance  is  done  on  a  service  area  basis,  rather  than  in  response  to  individual  requests. 
CFD  performs  routine  maintenance,  such  as  pruning,  on  all  public  trees  in  an  assigned  service  area  before 
moving  to  another  service  area.  Trees  are  inspected  and  pruned  on  approximately  a  4.5  to  5  year  cycle.  This 
strategy  has  reduced  costs  by  300  percent  and  enhanced  overall  tree  health,  according  to  a  recent  benefit-cost 
analysis  report.1 

City  planning  in  Modesto  does  not  focus  on  trees  per  se.  However,  in  1961,  the  City  Council  passed  a  Street 
Tree  Ordinance  that  requires  the  City  to  prepare  a  street  tree  plan  and  clarify  the  limitations  and  responsibilities 
of  property  owners,  utility  companies  and  the  City  regarding  trees.  The  Street  Tree  Master  Plan  was 
subsequently  adopted  by  the  City  Council  in  1987.  It  provides  a  detailed  plan,  including  policies  and 
procedures,  for  planting,  maintenance  and  preservation  of  municipal  trees. 


1  Western  Center  for  Urban  Forest  Research  and  Education.,  UC  Davis.  March  1999.  "Benefit-Cost  Analysis  of  Modesto's 

Municipal  Forest."  Davis,  California. 
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Figure  3:  Modesto 

City  Population:  150,000 

Total  Number  of  Street  Trees:  78,000 

Number  of  Street  Trees  per  Capita: 
0  .52 

FY  97-98  Tree  Budget:  $2,215,000 
million   (for  tree  maintenance  and 
new  plantings) 

Average  FY  97-98  Expenditure  per 
Tree:  $24.29 

Length  of  Pruning  Cycle:     4.5  to  5 
years 

Percentage  of  Trees  in 
Excellent/Good  Condition:  76% 

Note:  Financial  figures  are  for  both 
street  and  park  trees. 

Source:   OLA  and  the  City  of  Modesto 
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Overall,  Modesto's  trees  appear  healthy.  Based  upon  a  sampling  of  City  trees,  18%  of  all  trees  are  in  excellent 
condition,  58%  are  in  good  condition  and  21%  are  in  fair  condition.  Only  3%  of  trees  are  in  poor  condition, 
dying  or  dead.  Modesto  officials  state  that  healthy  trees  provide  an  indication  of  their  suitability  to  local 
growing  conditions  and  the  effectiveness  of  service  area-based  maintenance.  One  other  highlight  of  this  tree 
program  is  that  CFD  is  solely  responsible  for  repairing  sidewalks  damaged  by  tree  roots.  In  other  jurisdictions, 
this  action  is  less  efficient  because  it  is  typically  divided  between  two  City  agencies. 


The  City  of  New  York  -  The  Parks  and  Recreation 
Department  is  responsible  for  all  street  and  park  trees  in  the 
City.  There  are  approximately  2.5  million  trees  citywide, 
including  500,000  street  trees  and  2  million  park  trees.  In 
1995,  the  Department  conducted  a  census  to  inventory  all 
street  trees,  and  recorded  trees  by  species,  size,  location  and 
condition.  The  City  is  divided  into  five  boroughs  (Bronx, 
Brooklyn,  Manhattan,  Queens,  and  Staten  Island)  and  the 
Parks  and  Recreation  Department  has  a  Borough  Forestry 
Office  in  each  borough  that  maintains  street  and  park  trees. 

In  FY  99-00,  the  Department's  total  budget  was 
approximately  $400  million,  including  $180,552  million  for 
operating  expenses  funded  through  the  City's  General  Fund 
and  $200  million  for  "capital  projects"  (new  construction 
projects),  which  are  financed  by  bonds  and  allocated  by  the 
Mayor,  Borough  Presidents  and  City  Council. 

With  respect  to  street  trees  only,  in  FY  99-00,  the  Department 
spent  $13.92  million,  including  $9.15  million  for  capital 
projects  (e.g.,  new  tree  plantings)  and  $4.77  million  for 
operating  expenses  (i.e.,  tree  pruning,  dead  tree  and  stump  removal,  emergency  work  and  disease  control). 
Thus,  on  average,  the  Department  spent  $27.84  per  tree  during  the  fiscal  year. 

New  York  does  not  have  tree  ordinance  or  a  tree  advisory  committee.  However,  the  City  has  formed  hundreds 
of  partnerships  with  "friends  of  the  parks"  groups  that  are  rejuvenating  parks  and  trees.  These  groups 
informally  offer  the  City  advice  on  tree-related  issues,  according  to  the  Department.  Partnerships  include  the 
City  Parks  Foundation  which  raises  private  funds  and  gives  out  more  than  $100,000  to  community  groups 
working  to  "clean  and  green"  their  parks,  provide  recreation  opportunities  for  children,  or  present  free  arts 
performances  to  the  public  in  the  parks.  Partnerships  for  Parks  (an  initiative  of  the  City  Parks  Foundation  and 
the  City)  encourages  community  support  for  and  involvement  in  parks.  In  FY  99-00,  it  made  85  grants  totaling 
$185,000  to  neighborhood  groups  helping  to  rejuvenate  parks  and  trees. 

In  1997,  Parks  and  Recreation  started  a  program  of  routine  maintenance  for  street  trees  on  a  block-by  block 
basis.  Under  this  program,  the  Department  is  able  to  prune  trees  on  a  10-year  cycle.  According  to  Department 
officials,  by  pruning  trees  on  a  block-by-block  basis,  the  City  makes  more  efficient  use  of  its  resources 
compared  to  pmning  in  response  to  public  requests  scattered  throughout  the  City.  The  Department  continues  to 
respond  on  demand  to  emergency  requests  for  services. 


Figure  4 :  New  York 

City  Population:  About  7.4  million 

Total  Number  of  Street  Trees : 
500, 000 

Number  of  Street  Trees  per  Capita: 
0  .  07 

FY  99-00  Tree  Budget:  $13.92 
million  (for  tree  maintenance  and 
new  plantings) 

Average  FY  99-00  Expenditure  per 
Tree:  $27.84 

Length  of  Pruning  Cycle:   10  years 

Percentage  of  Trees  in 
Excellent/Good  Condition:  89.3% 

Note:   Financial  figures  are  for 
street  trees  only. 

Source:  OLA  and  the  New  York  City 
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Parks  and  Recreation  in  cooperation  with  the  Department  of  Transportation  operates  a  program  ("Greenstreets") 
that  converts  street  properties  (like  triangles,  malls  and  traffic  islands)  to  green  spaces  by  removing  payment  and 
planting  trees,  shrubs  and  flowers.  In  1999,  Parks  and  Recreation  planted  800  greenstreets  and  intends  to  plant 
a  total  of  2,001  greenstreets  in  FY  2001.  The  Department  works  with  community-based  organizations  to  help 
keep  these  sites  watered  and  well-maintained. 

New  York's  street  trees  appear  to  be  healthy.  According  to  New  York  officials,  20.7%  of  the  trees  are  in 
excellent  condition  and  68.6%  are  in  good  condition.  Only  8%  are  in  poor  condition  and  2.7%  are  dying  or 
dead.  Other  program  highlights  include  a  "Street  Tree  Labeling"  program  that  provides  identifying  labels  for 
trees.  According  to  Department  staff,  trees  with  labels  are  more  likely  to  be  nurtured,  protected  and  appreciated. 
Finally,  residents  may  get  a  street  tree  planted  in  front  of  their  home  or  business  (within  approximately  6 
months),  by  calling  the  City's  "One  Stop  Tree  Shop"  and  making  a  tax  deductible  contribution  to  the  program. 


The  City  of  Los  Angeles  -  The  Street  Tree  Division  (STD)  of 
the  Department  of  Public  Works  manages  about  680,000  street 
trees,  while  the  Recreation  and  Parks  Department  handles  about 
800,000  park  trees.  This  report  examines  street  trees  only. 

In  FY  99-00,  the  Street  Tree  Division's  budget  was  $12.85 
million,  including  roughly  about  $10  million  for  trees  and  $2.85 
million  for  landscaped  medians.  Therefore,  the  Division  spent, 
on  average,  about  $18.90  per  tree  during  the  fiscal  year  (based 
on  680,000  street  trees).  As  of  the  writing  of  this  report,  the 
Division  had  not  provided  detailed  information  about  the 
program's  funding  sources.  However,  the  assistant  head  of  the 
Division  states  that  the  program  uses  both  General  Fund  dollars 
and  non-General  Fund  sources. 

The  Division  is  responsible  for  trimming,  dead  tree  stump 
removal,  tree  planting,  small  tree  maintenance,  responding  to 
emergencies,  watering,  pest  management  and  maintaining 
landscaped  median  islands.  It  maintains  a  computerized 
inventory  of  trees  and  performs  routine  maintenance  on  trees, 
on  average,  once  every  7  years.  The  STD  recently  shifted  to 
"grid"  or  "programmed  crew  operations".  Previous  to  this 
change,  small  tree  trimming  crews  responded  to  individual  requests  for  service.  Today  programmed  tree  crews 
may  trim  hundreds  of  trees  in  close  proximity  to  each  other,  according  to  Los  Angeles  officials. 

Los  Angeles  does  not  have  a  tree  ordinance.  However,  the  Los  Angeles  Community  Forestry  Advisory 
Committee  (LACFAC)  is  the  City's  tree  advisory  committee.  Sixteen  members  appointed  by  the  City  Council 
serve  two  year  terms.  The  Committee's  purpose  is  to  act  as  an  advocate  for  the  City's  urban  forest.  In  addition, 
the  City  recently  formed  the  Sustainable  Urban  Forest  Workgroup  (SUFW)  to  coordinate  inter-departmental 
urban  forestry  efforts,  planning  activities  and  programs,  and  to  review  City  urban  forestry  issues  and  potential 
funding  sources.  This  Workgroup  reports  regularly  to  LACFAC  and  the  City  Council,  and  is  currently  working 
on  a  management  audit  of  all  City  agencies  responsible  for  managing  trees. 


Figure  5:   Los  Angeles 

City  Population:   3.7  million 

Total  Number  of  Street  Trees : 
680,000 

Number  of  Street  Trees  per  Capita: 
0  . 18 

FY  99-00  Tree  Budget:  $12.85  million 
(for  tree  maintenance  only) 

Average  FY  99-00  Expenditure  per 
Tree:  $18.90 

Length  of  Pruning  Cycle:   7  years 

Percentage  of  Trees  in 
Excellent/Good  Condition:  Not 
available 

Note:  Financial  figures  are  for 
street  trees  only. 

Source:  OLA  and  the  City  of  Los 
Angeles 
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''There  are  several  private  urban  forestry  organizations  operating  in  Los  Angeles,  including  Tree  Musketeers, 
Treecyclers  and  TreePeople.  TreePeople  is  partially  funded  by  the  City.  Its  goal  is  to  inspire  residents  to  get 
involved  in  community  improvement  through  tree  planting  and  care,  and  to  promote  the  concepts  of  urban 
forestry.  Projects  include  the  annual  fruit  tree  distribution  program  and  the  Department  of  Water  and  Power's 

;  "Cool  Schools"  program.  Through  Cool  Schools,  the  Department  is  demonstrating  how  the  strategic  planting  of 
shade  trees  can  reduce  energy  use  and  costs,  and  provide  students  with  comfortable  learning  environments. 

As  noted  above,  the  Street  Tree  Division  maintains  all  street  trees.  However,  if  individuals  or  groups  want  to 
plant  a  tree,  those  persons  may  apply  for  a  permit.  They  must  agree  to  water  and  maintain  the  tree  for  the  first 
five  years.  Thereafter,  the  City  will  assume  responsibility  for  the  care  of  the  tree.  Additionally,  LA's  "Adopt-a- 
Median"  program  allows  individuals  or  groups  to  make  improvements  on  a  median  island  and  assume  the 
maintenance  of  the  median. 


In  Los  Angeles,  City  officials  have  developed  a  "Street  Tree  Selection  Guide".  There  are  over  150  species  on 
this  list  which  was  developed  with  the  City's  micro  climates  and  soil  conditions  in  mind.  To  ensure  diversity, 
many  native  trees  and  a  variety  of  trees  of  different  sizes,  shapes  and  growth  characteristics  were  included.  As 
of  the  writing  of  this  report,  the  Division  had  not  provided  information  regarding  the  condition  of  its  trees. 
However,  anecdotal  reports  by  staff  suggest  that  the  majority  of  trees  in  Los  Angeles  are  healthy. 


The  City  of  Milwaukee  -  The  Division  of  Forestry  with  the 
Department  of  Public  Works  is  responsible  for  maintaining 
200,000  trees  growing  along  streets  and  boulevards 
throughout  the  City.  The  Division  also  manages  tot  lots, 
green  spaces,  designated  municipal  properties  and 
downtown  above  ground  planters. 

In  1999-00,  the  Division's  budget  totaled  $10,973  million, 
including  approximately  $10  million  for  operating  and 
maintenance  costs  (O&M)  and  $973,000  for  capital  project 
costs.  It  is  not  possible  to  calculate  an  average  expenditure 
per  tree  because  tree  costs  are  not  a  separate  line  item  in  the 
Division's  budget.  According  to  the  City's  Forester,  O&M 
costs  were  funded  with  General  Fund  dollars,  while  capital 
projects  were  funded  by  bonds  issued  by  the  City. 

Milwaukee  does  not  have  a  tree  advisory  committee.  The 
City  Forester  advises  that  residents  generally  support  the 
City's  tree  program.  In  terms  of  partnerships  with  citizen 
groups,  the  Division  recently  initiated  a  long-term  program, 
called  Greening  Milwaukee,  for  community-based  tree 
planting  in  the  City.  Under  this  program,  Milwaukee 
Community  Service  Corps,  a  non-profit  organization,  and 
the  City  work  with  private  landscaping  services  and  nurseries 
to  identify  other  potential  funding  sources  for  trees.  The  Divi 
as  part  of  the  program. 


Figure  6 :  Milwaukee 

City  Population:  620,000 

Total  Number  of  Street  Trees : 
200, 000 

Number  of  Street  Trees  per  Capita: 
0  .  32 

FY  99-00  Tree  Budget:  $10,973 
million   (for  tree  maintenance  and 
new  plantings) 

Average  FY  99-00  Expenditure  per 
Tree:  Not  calculable 

Length  of  Pruning  Cycle:   3  or  6 
years,   depending  on  size 

Percentage  of  Trees  in 
Excellent/Good  Condition:  Not 
available 

Note:  Financial  figures  are  for 
street  trees  only. 

Source:   OLA  and  the  City  of 
Milwaukee 


to  obtain  donated  trees  or  trees  at  a  discount,  and 
sion  also  provides  technical  assistance  to  citizens 
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The  City  does  not  have  a  street  tree  database.  According  to  the  City  Forester,  this  database  would  be 
cumbersome  and  expensive  to  maintain.  However,  the  Division  has  a  service  request  database  that  includes 
detailed  site  characteristics,  work  histories  and  costs  for  each  tree.  Milwaukee  has  a  tree  ordinance  that 
primarily  pertains  to  tree-related  issues  on  private  property,  such  as  hazardous  trees,  and  the  City's 
responsibility  for  tree  plantings.  In  addition,  the  Division's  policies  and  procedures  relate  to  tree  preservation 
and  protection,  cost  for  damages,  and  saving  trees  on  construction  projects. 

The  Division  divides  its  trees  into  160-acre  management  units,  called  quarter  sections,  and  maintains  trees  on 
regular  pruning  cycles.  Trees  that  are  less  than  12-inches  in  diameter  are  pruned  every  3  years,  while  those  trees 
greater  than  12-inches  in  diameter  are  pruned  every  6  years.  As  of  the  writing  of  this  report,  the  Division  had 
not  yet  provided  information  about  the  condition  of  its  trees.  However,  the  City  Arborist  states  that  the  majority 
of  Milwaukee's  trees  are  healthy. 

Other  program  highlights  include  the  Division's  operation  of  a  160-acre  municipal  nursery  which  grows 
between  20,000  and  25,000  trees  at  any  given  time,  and  a  Comprehensive  Boulevard  Plan  that  outlines 
maintenance  for  the  annual  flowers  and  perennial  plants,  turf  and  trees  along  120  miles  of  Milwaukee's 
boulevards. 


The  City  of  Seattle  -  Seattle  Transportation  (SEATRAN) 
manages  approximately  139,000  street  trees  and  the  Department 
of  Parks  and  Recreation  manages  115,000  park  trees. 
Residential  lots  add,  at  least,  another  250,000  to  400,000  trees, 
for  a  total  of  approximately  500,000  to  750,000  trees  citywide. 
It  is  important  to  note  that  Seattle's  last  street  tree  inventory 
was  completed  in  1992,  and  therefore,  trees  added  since  then 
have  not  been  counted. 

The  City  spends  an  estimated  $2.3  million  on  tree  management 
and  maintenance  in  neighborhoods,  parks  and  opens  spaces 
within  the  City.  With  respect  to  street  trees  only,  the 
Department  spends  about  $934,924  annually.  Thus,  the  City's 
average  annual  expenditure  per  street  tree  is  about  $6.73.  These 
costs  are  entirely  funded  from  the  City's  General  Fund. 

Seattle  does  not  have  a  tree  advisory  committee.  However,  one 
may  soon  be  formed  if  voters  in  Seattle  approve  a  bond  measure 
to  fund  neighborhood  "greening"  projects  during  this  election 
cycle. 

The  City's  Urban  Forest  Coalition  is  an  interdepartmental  partnership.  Its  mission  is  to  coordinate  the  functions 
of  City  departments  responsible  for  trees.  Coalition  members  are:  representatives  from  the  SEATRAN, 
Department  of  Parks  and  Recreation,  Seattle  City  Light,  the  Department  of  Neighborhoods  and  the  City's 
Strategic  Planning  Office. 

The  City  maintains  its  trees  on  a  request  for  service  basis,  on  average,  once  every  19  years.  This  cycle  provides 
little  opportunity  for  regular  updating  of  information  on  the  City's  tree  inventory.  Residents  are  encouraged  to 


Figure  7:  Seattle 

City  Population:  540,000 

Total  Number  of  Street  Trees : 
139, 000 

Number  of  Street  Trees  per  Capita: 
0.26 

FY  99-00  Tree  Budget:  $934,924  (for 
tree  maintenance  only) 

Average  FY  99-00  Expenditure  per 
Tree:  $6.73 

Length  of  Pruning  Cycle:   19  years 

Percentage  of  Trees  in 
Excellent/Good  Condition:   5  9% 

Note:  Financial  figures  are  for 
street  trees  only. 

Source:  OLA  and  the  City  of  Seattle 
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:  maintain  City-owned  trees  on  public  right-of-way  areas.  In  order  to  do  so,  they  must  first  obtain  a  street  use 
permit  from  the  City  Arborist's  Office. 

There  are  several  private  urban  forestry  organizations  operating  in  Seattle.  The  City  collaborates  with  at  least 
one.  TREEmendous  Seattle  is  a  public/private  partnership.  Its  mission  is  to  unite  and  coordinate  the  efforts  of 
volunteers,  communities  and  businesses,  non-profit  organizations  and  government  agencies  to  plant,  preserve 
and  maintain  a  healthy  urban  forest  in  the  Puget  Sound  Area.  In  terms  of  partnerships  with  citizen  groups, 
SEATRAN,  in  collaboration  with  the  Department  of  Parks  and  Recreation,  Seattle  City  Light  and 
TREEmendous  Seattle  operates  the  Tree  Stewards  program.  The  goal  of  this  program  is  to  provide  training  and 
support  to  volunteers  who  want  to  be  involved  in  urban  forestry  issues.  The  volunteers  help  to  care  for  trees  and 
also  help  to  educate  the  public  about  trees.  In  addition,  the  Department  of  Neighborhoods'  Tree  Fund  program 
budgets  $100,000  annually  for  community  organizations  and  groups  of  neighbors  to  plant  trees.  In  1999,  100 
projects  received  approximately  2,300  trees  from  this  source. 

Seattle's  Street  Tree  Master  Plan  (1990-1999)  is  a  comprehensive  three-phase  study  that  recommends  priorities 
for  tree  plantings  on  Seattle's  streets,  provides  a  list  of  trees  for  appropriate  planting  on  streets,  and  explores  new 
concepts  for  street  tree  plantings  to  connect  existing  open  spaces  and  green  areas  in  the  City.  The  Street  Tree 
Master  Plan  serves  as  a  mechanism  to  prioritize  areas  for  tree  plantings  and  identifies  tree  species  for  planting 
and  removal.  The  City  is  currently  in  the  process  of  establishing  policies  and  guidelines  aimed  at  tree  protection 
and  maintenance,  including  a  street  tree  ordinance  and  tree  protection  standards. 

In  1992,  Phase  I  of  the  above-noted  Street  Tree  Master  Plan  inventoried  (among  other  statistics)  the  condition  of 
the  City's  then  84,000  street  trees.  According  to  this  study,  25%  of  all  trees  were  in  great  condition,  34%  were 
in  good  condition,  31%  were  in  poor  condition,  8%  were  lA  to  lA  dead  and  3%  were  over  half  dead.  A  Seattle 
program  highlight  is  "A  City  Among  the  Trees",  a  20-minute  video  with  companion  workbook,  created  by  the 
Urban  Forest  Coalition  and  several  community  partners  to  highlight  specific  examples  of  sustainable  urban 
forestry  techniques. 

Conclusion 

As  discussed  above,  each  of  the  successful  tree  programs  surveyed  is  uniquely  suited  for  managing  its  trees. 
However,  there  are  certain  characteristics  that  appear  in  most  of  the  programs. 

First,  several  cities  have  a  single  city  agency  responsible  for  managing  both  street  and  park  trees  to  increase 
program  efficiency.  These  cities  include  Claremont,  Modesto  and  New  York.  Except  for  New  York,  these 
cities  tended  to  have  substantially  fewer  park  trees  than  street  trees,  facilitating  their  consolidation  of  tree 
management.  Other  cities,  like  Los  Angeles  and  Seattle,  have  working  groups  to  coordinate  inter-departmental 
tree  efforts  and  reduce  overlap.  In  San  Francisco,  two  departments  (DPW  and  RPD)  are  primarily  responsible 
for  managing  trees.  Their  tree  efforts  are  not  specifically  coordinated. 

Second,  most  cities  studied,  except  Seattle,  use  a  combination  of  funding  sources  to  support  their  tree  programs, 
including,  but  not  limited  to,  General  Funds,  bond  sale  proceeds  and  special  assessment  districts.  Only  Seattle 
supports  its  program  entirely  with  its  General  Fund.  In  the  case  of  Seattle,  a  recent  study  advises  that  the  current 
level  of  funding  is  insufficient  to  cover  the  costs  of  maintaining  existing  trees.2  Not  surprisingly,  among  the 


2  Cascadia  Consulting  Group.,  U.  Washington.  July  31,  2000.  "Seattle  Urban  Forest  Assessment:  Sustainability  Matrix."  Seattle, 
Washington. 
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cities  surveyed,  Seattle  has  the  longest  tree  maintenance  cycle  (19  years).  San  Francisco's  street  tree  program 
does  not  receive  any  support  from  the  General  Fund.  It  is  funded  entirely  by  the  State  Gas  Tax  and  the  San 
Francisco  Transportation  Authority. 

Third,  a  few  cities,  like  Claremont  and  Los  Angeles,  have  a  tree  advisory  committee  that  considers  tree  policies, 
advises  decision-makers  on  tree  issues,  and  generally  promotes  the  value  of  trees  to  the  public.  Cities  without 
tree  advisory  committees  tend  to  have  strong  working  partnerships  with  private  urban  forestry  organizations  as 
well  as  support  from  citizen  groups.  These  cities  include  Modesto,  New  York  and  Milwaukee.  In  San 
Francisco,  the  Tree  Advisory  Board  advises  DPW  on  street  tree  issues.  However,  there  is  no  citywide  or  inter- 
departmental tree  advisory  committee  in  San  Francisco. 

Fourth,  all  of  the  cities  surveyed  have  developed  inventories  or  databases  for  their  street  trees.  These  inventories 
typically  include  species,  size,  age  and  condition  of  trees;  some  include  site  characteristics  and  work  histories. 
Claremont  has  inventoried  both  street  and  park  trees,  as  its  number  of  park  trees  is  relatively  small.  All  of  the 
cities  reported  that  this  mechanism  improved  their  ability  to  respond  to  service  requests  and  maintain  more 
regular  maintenance  cycles.  In  San  Francisco,  DPW  maintains  a  database  of  all  City-managed  street  trees,  while 
the  RPD  inventories  park  trees  above  a  certain  diameter  and  height. 

Fifth,  a  number  of  cities,  including  Claremont,  Modesto  and  San  Francisco,  have  passed  tree  ordinances  that 
contain  municipal  polices  and  procedures  for  managing  public  trees.  These  ordinances  also  include  the 
responsibilities  of  property  owners  concerning  trees  in  the  public  right-of-way. 

Finally,  almost  all  of  the  surveyed  cities,  except  Claremont  and  Seattle,  perform  tree  maintenance  on  a  service- 
area  basis,  rather  than  in  response  to  individual  requests  for  service.  This  strategy  appears  to  reduce 
maintenance  costs  and  enhance  overall  tree  health.  In  San  Francisco,  although  DPW  strives  to  perform  tree 
maintenance  on  a  service  area  basis,  individual  requests  for  tree  services  receive  highest  priority,  and  can  divert 
resources  from  scheduled  maintenance. 

In  addition,  each  of  the  tree  programs  surveyed  has  unique  components.  For  instance,  Claremont  supports  its 
program,  in  part,  with  revenues  generated  from  a  special  assessment  district;  Modesto's  Community  Forestry 
Division  is  responsible  for  both  tree  management  and  sidewalk  repairs;  New  York's  "One  Stop  Capital  Shop" 
allows  residents  to  arrange  for  tree  plantings  over  the  phone,  and  its  "Street  Tree  Labeling"  program  provides 
identifying  labels  for  trees  which  positively  affect  citizen  regard  for  them;  Los  Angeles  runs  a  Adopt-a-Median 
program;  Milwaukee  operates  a  municipal  nursery;  and  Seattle  sponsors  the  Tree  Stewards  program  which 
provides  training  to  volunteers  who  care  for  the  City's  trees. 
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LEGISLATIVE  ANALYST  REPORT 

TO:  The  Honorable  Members  of  the  Board  of  Supervisors 

FROM:         Clarice  Duma,  Sr.  Legislative  Analyst 
Elaine  Forbes,  Legislative  Analyst 

FILE  NOs:  001735  -  Funding  Sources  to  Secure  Facilities  for  Non-Profit  and  Arts  Orga 
001746  -  Funds  and  Other  Resources  for  the  City's  Non-Profits,  Arts  and  C 
Organizations 

DATE:  January  16,  2001 


SUMMARY  OF  REQUEST 

Two  motions,  approved  October  10,  2000  by  the  Board  of  Supervisors,  direct  the  Office 
of  the  Legislative  Analyst  (OLA)  to  identify  funding  sources  for  non-profit  organizations, 
including  arts  and  cultural  organizations  located  in  San  Francisco,  as  follows: 

File  No.  001735:  A  motion  asking  the  Legislative  Analyst  to  research  and  identify  state, 
federal  and  major  private  funding  resources  that  could  be  used  to  secure  permanent 
facilities  for  non-profit  organizations,  including  arts  organizations.  Funding  could  include 
low-interest  loans,  grants,  and  rehabilitation  loans. 

File  No.  001746:  A  motion  asking  the  Legislative  Analyst  to  identify  and  report  on 
available  grants  and  loans  in  the  public,  private,  and  non-profit  sectors  that  can  be 
leveraged  for  the  City's  non-profits,  including  arts  and  cultural  organizations.  The  report 
should  also  include  requirements  and  guidelines  for  securing  these  funds,  and 
information  regarding  ways  in  which  the  City  could  pool  these  funds  into  one  major 
funding  source. 

EXECUTIVE  SUMMARY 

In  addressing  these  two  requests,  the  OLA  has  produced  a  two-part  report.  PART  1 
addresses  available  public  and  private  resources  at  the  local,  state  and  federal  levels  for 
non-profit  organizations  that  could  help  local  non-profits  secure  office  and  performance 
space.  PART  II  describes  legislative  and  other  actions,  to  date,  adopted  by  the  Board  of 
Supervisors  and  by  City  departments  to  address  space  needs  in  the  local  non-profit 
sector. 

PART  I:  Local,  State  and  Federal  Funding  Sources  for  Non-profit  Facilities 

Research  conducted  for  this  report  indicates  that,  when  it  comes  to  addressing  the  space 
needs  of  non-profit  organizations,  there  are  currently  insufficient  resources  earmarked  for 
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space  retention,  acquisition  or  renovation.  Historically,  funding  has  been  provided,  on  a 
competitive  basis,  by  public  agencies,  private  foundations,  and  financing  institutions  to 
support  specific  projects  and  service  delivery  by  non-profits.  However,  when  it  comes  to 
funding  non-profit  facilities,  those  resources  have  been  scarce.  Over  the  years, 
unconventional  non-profit  financing  agencies,  such  as  the  Non  Profit  Facilities  Fund 
(NFF)  and  the  Northern  California  Community  Loan  Fund  (NCCLF),  have  increasingly 
assumed  the  burden  of  supplying  non-profits  with  facilities  financing.  Their  financing 
terms,  in  contrast  to  those  offered  by  conventional  lenders,  tend  to  be  more  favorable  to 
non-profits.  They  are  generally  more  flexible  and  provided  at  below-market  rates.  The 
lack  of  sufficient  funding  resources  has  placed  public  agencies  under  a  great  deal  of 
pressure  to  dedicate  even  greater  financial,  technical,  and  staffing  resources  toward 
securing  space  for  the  City's  non-profit  organizations. 

PART  II:  Board  and  City  wide  Efforts  to  Preserve  and  Create  Space  for  Non-profits 

This  report  describes  the  actions,  to  date,  of  the  Board  of  Supervisors  (the  Board)  and 
City  agencies  that  seek  to  preserve  or  create  space  for  non-profit  organizations  operating 
in  San  Francisco.  It  is  intended  to  provide  an  overview  of  current  citywide  efforts  in  order 
to  facilitate  comprehensive  solutions  to  preserving  San  Francisco's  non-profit  community 
The  report  finds  that  projects  and  programs  offer  short,  medium  and  long-range 
solutions.  However,  most  medium  and  long-range  projects  that  create  new  non-profit 
spaces  are  yet  to  be  implemented. 

BACKGROUND 

A  red  hot  real  estate  market,  marked  by  escalating  rent  prices,  has  affected  the  stability 
of  many  of  the  City's  estimated  3,000  non-profit  organizations,  including  arts  and  cultural 
groups.  Many  of  these  organizations  are  the  City's  intermediaries  that  deliver  needed 
social  services  to  San  Francisco's  communities.  A  majority  of  these  groups  have 
historically  depended  on  low  lease  rates,  particularly  in  older  and  less  costly  buildings,  to 
secure  office  or  performance  space  in  affordable  areas  of  the  City. 

A  survey  conducted  by  the  Mayor's  Office  of  Community  Development  (MOCD). 
beginning  in  Fall  1999,  indicates  that  a  majority  of  the  City's  non-profits  have  been 
clustered  in  the  Mission  and  South  of  Market  (SOMA)  Districts  -  two  neighborhoods  with 
a  history  of  charging  lower  rents  than  other  parts  of  the  City.  In  recent  years,  rents  in 
these  two  districts  have  increased  exponentially.  SOMA,  which  accounts  for  9  percent  of 
the  San  Francisco  office  market,  has  recorded  the  highest  rent  increases.  Recorded 
annual  rents  in  SOMA  increased  from  approximately  $18  per  square  foot  to  as  high  as 
$70  per  square  foot  -  an  increase  of  almost  400%,  according  to  a  May  2000  non-profit 
study  discussed  below.  Similarly  for  the  Mission  District,  the  same  study  reports  an 
increase  of  42%  in  commercial  real  estate  prices  between  1997  and  1999. 

Two  recent  studiesl  explore  the  impact  of  escalating  real  estate  costs  on  local  non-profit 
organizations,  as  well  as  the  use  of  office  and  performance  space  by  these  groups 
These  studies  reveal  that  non-profit  organizations  occupy  almost  2.5  million  total  square 
feet  of  owned,  donated,  and  rented  space  in  San  Francisco.  Additionally,  study  findings 
indicate  that  a  majority  of  the  City's  non-profits  are  small,  with  about  50  percent  of  the 
non-profit  respondents  occupying  less  that  2,700  square  feet  of  space.  Additionally, 
approximately  1.6  million  square  feet  of  space  currently  occupied  by  non-profits  is  not  at 
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risk  for  at  least  three  years.  This  secure  space  is  owned  by  non-profits  or  leased  from 
government  agencies,  churches  or  schools.  There  is  another  800,000  square  feet  of 
occupied  space  that  is  identified  as  being  in  "immediate  risk."  Groups  occupying  this 
space  face  immediate  lease  expirations.  They  are  also  concerned  about  their  ability  to 
renew  expiring  leases  in  this  space,  the  prospect  of  higher  market  rate  rents,  and  the 
impact  of  higher  rents  on  their  budgets.  These  space  studies  also  indicate  that  if  current 
market  conditions  continue,  not  only  will  many  more  non-profits  face  displacement,  but 
their  clients  may  suffer  as  well.  There  are  fears  that  organizations  may  opt  to  close  their 
operations,  reduce  their  services  in  order  to  adjust  to  higher  rents,  or  relocate  to  more 
affordable  sites  outside  San  Francisco. 

Many  proposals  have  been  advanced,  including  identifying  and  locating  funding 
resources  that  would  enable  non-profit  organizations  to  retain  their  current  spaces,  or 
renovate,  expand,  or  purchase  buildings.  However,  as  noted  in  the  September  2000  Arts 
Study,  funders  in  the  private  and  public  sectors  are  not  currently  well  equipped  to 
respond  "as  swiftly  and  (as)  decisively"  to  price  increases  in  the  real  estate  market. 

PART  I:  LEGISLATIVE  ANALYST  REPORT 

TO:  The  Honorable  Members  of  the  Board  of  Supervisors 

FROM:  Clarice  Duma,  Sr.  Legislative  Analyst 

RE:  Local,  State  and  Federal  Funding  Resources  for  Non-profit  Facilities 

PART  1:  LOCAL,  STATE  AND  FEDERAL  FUNDING  SOURCES  FOR  NON-PROFIT 
FACILITIES 

This  report  explores  available  funding  resources  at  the  local,  state  and  federal  levels  that 
could  be  utilized  to  secure  office  and  performance  space  for  non-profit  organizations. 
Discussed  are  local  resources  from  private  foundations,  other  non-profit  funding  entities, 
and  new  ventures  that  are  directed  at  individual  donors.  State  dollars,  such  as  grants  and 
loans,  are  available  on  a  competitive  basis  and  under  strict  guidelines.  This  report  also 
notes  that  even  though  federal  dollars  have  been  utilized  to  support  the  activities  of  non- 
profit organizations,  federal  funds  have  generally  not  supported  "brick  and  mortar" 
projects  of  non-profit  entities. 

Local  Foundations 

Community  and  corporate  foundations,  such  as  the  San  Francisco  Foundation,  the 
Walter  and  Elise  Haas  Fund,  and  the  Hewlett  Foundation,  have  joined  collaborative 
efforts  in  the  public  and  private  sectors  to  address  the  space  needs  of  local  non-profit 
organizations.  While  these  foundations  have  not  historically  undertaken  facilities  funding, 
in  recent  months,  they  have  increasingly  taken  an  active  role  to  address  needs  in  the 
non-profit  sector.  Their  recent  efforts  include  reviewing  their  funding  guidelines  with  a 
view  to  supporting  non-profits  that  are  threatened  with  displacement. 

•  The  San  Francisco  Foundation:  According  to  Ron  Rowell  of  The  San  Francisco 
Foundation  (TSSF),  TSSF's  Trustees  have  approved  the  expenditure  of  up  to  S  1.1  million 
to  invest  in  non-profit  space-related  projects.  TSSF  expects  to  make  up  to  $500,000 
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available  for  emergency  assistance  to  organizations  in  San  Francisco,  Alameda,  Contra 
Costa,  and  San  Mateo  counties.  In  San  Francisco,  priority  will  go  to  non-profit 
organizations  that  are  not  eligible  for  assistance  from  the  City  and  County  of  San 
Francisco,  and  to  organizations  which  serve  a  particular  geographic  location  and  must 
remain  in  that  location  to  serve  clients.  These  funds  will  be  available  for  short-term 
emergency  rental  assistance,  moving  costs,  and  related  expenses.  Funding  guidelines 
are  not  yet  in  place,  nor  has  a  decision  been  reached  concerning  the  maximum  size  of 
each  grant.  TSSF  will  also  assist  partner  organizations  undertaking  master  leases  to 
cover  potential  losses.  It  will  also  join  with  other  funders  to  support  the  creation  of  non- 
profit space  at  the  Presidio,  and  consider  the  expansion  of  its  loan  guarantee  program  for 
non-profit  agencies  purchasing  property.  TSSF  expects  emergency  assistance  to 
become  available  later  in  December  2000  or  early  January  2001 . 

•  The  Walter  and  Elise  Haas  Fund  (the  Fund)  and  several  other  foundations  are  currently 
involved  in  negotiations  with  the  Presidio  Trust  in  a  proposed  deal  that  would  involve  1 3 
buildings  (approximately  45,000  square  feet)  which  would  be  occupied  by  eligible  non- 
profit organizations.  The  proposal  would  guarantee  non-profit  agencies  rates  of 
approximately  $30  per  square  foot  of  space  over  5  years.  According  to  Bruce  Sievers. 
the  Fund's  Executive  Director,  the  proposed  space  would  accommodate  between  15  and 
20  agencies  with  an  arts,  environmental  and  educational  focus.  If  this  deal  is  approved. 
Mr.  Sievers  expects  that  new  application  guidelines  will  be  developed  with  consideration 
given  to  an  applicant's  financial  stability  and  ability  to  operate  as  a  participating  member 
of  the  Presidio  community.  A  Screening  Board,  comprising  representatives  from  the 
participating  funders  and  the  Presidio  Trust,  would  review  all  applications. 

Mr.  Sievers  projects  that  a  final  determination  on  this  initiative  will  be  reached  in  the 
spring  of  2001. 

•  The  Hewlett  Foundation  (the  Foundation)  offers  support  in  seven  program  areas,  which 
include  the  performing  arts,  education,  and  family  and  community  development.  The 
Foundation  expresses  a  "strong"  commitment  to  the  voluntary  non-profit  sector, 
particularly  efforts  to  "improve  the  financial  base  and  efficiency  of  organizations  and 
institutions."  The  Foundation's  Board  of  Directors  also  approves  special  projects  that  lie 
outside  the  general  parameters  of  the  Foundation.  A  recent  project  undertaken  by  the 
William  and  Flora  Hewlett  Foundation  includes  funding  a  $75,000  study,  the  San 
Francisco  Space  for  the  Arts  Study  (reported  above),  which  addresses  the  displacement 
of  local  arts  and  cultural  non-profit  agencies.  Typically,  the  Foundation  awards  general 
operating  support  for  up  to  3  years,  according  to  Cleo  Protopapas  of  the  Foundation.  The 
Board  of  Directors  approves  grants  at  its  quarterly  meetings.  The  Foundation  supports 
approximately  200  local  non-profit  organizations  per  year.  Additional  information  about 
the  Foundation's  application  guidelines  can  be  obtained  from  its  website  at 
www.hewlett.org. 

Private  Financing  and  Technical  Assistance 

Private  entities  such  as  The  Northern  California  Grantmakers  (NCG),  the  Northern 
California  Community  Loan  Fund  (NCCLF),  and  the  Non  Profit  Finance  Fund  (NFF) 
operate  programs  which  are  specifically  geared  at  supporting  non-profit  organizations. 
Unlike  conventional  lending,  assistance  provided  by  these  groups  may  be  in  the  form  of 
low-interest  loans  and/or  technical  assistance,  and  provided  under  terms  that  are 
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generally  favorable  to  the  borrowers. 

•  The  Northern  California  Grantmakers  (NCG)  comprises  foundations,  corporate 
contributors,  and  private  donors  who  are  committed  to  promoting  the  well  being  of 
communities  through  philanthropy.  NCG  provides  myriad  services,  including  technical 
assistance  and  education  for  grantmakers  and  philanthropic  organizations.  According  to 
Caroline  Tower  of  the  NCG,  her  organization  has  been  involved  in  recent  citywide  efforts, 
under  the  PANS  umbrella,  to  secure  space  for  non-profit  agencies.  Member 
organizations  have  funded  grants,  and  are  also  developing  an  interim  fund  that  will 
support  technical  assistance  and  other  associated  information  costs.  Described  below 
are  some  of  the  NCG's  existing  funding  programs  for  non-profit  organizations: 

•  The  Arts  Loan  Fund  (ALF)  is  a  loan  program  geared  at  non-profit  arts 
organizations  based  in  specific  Northern  California  locations  including  San 
Francisco.  The  four  loan  programs  available  through  this  Fund  help  non-profits  with 
their  short-term  cash  flow  needs.  Based  on  the  loan  type,  loan  sizes  can  be  as  little 
as  $3,000  or  up  to  $30,000.  Interest  rates  are  6%  or  1%  below  prime,  whichever  is 
lowest.  The  ALF  provides  short  term  loans  -  between  one  to  six  months,  and  loans, 
such  as  the  Opportunity  Loans,  with  longer  terms  between  one  and  three  years. 
Approvals  by  the  ALF  loan  committee  are  reviewed  on  a  monthly  basis. 

•  The  Emergency  Fund  Committee  (EFC)  is  one  of  the  NCG's  funding  vehicles, 
which  is  supported  by  over  30  private  funders.  Loans  financed  under  the 
Emergency  Fund  are  for  the  short  term  (one  to  six  months)  and  are  provided  to 
non-profit  human  service  agencies  facing  cash  flow  difficulties.  The  EFC  provides 
zero  interest,  short  term  Emergency  Loans  with  no  loan  servicing  fees.  Also 
provided  are  bridge  grants,  phase-out  grants  to  close  out  existing  programs,  and 
technical  assistance  grants  that  shore  up  an  agency's  funding  stream.  Additionally, 
there  are  Assistance  Grants,  known  as  "transition"  grants,  for  agencies  whose 
limited  funding  stream  threatens  their  ability  to  continue  with  service  delivery. 

The  NCG  encourages  interested  organizations  to  contact  its  staff  to  request  application 
packages.  Applications  for  funding  are  generally  reviewed  on  a  monthly  basis  and 
decisions  are  issued  quickly.  For  example,  once  an  emergency  loan  is  approved,  funds 
can  be  issued  within  24  to  48  hours. 

•  Northern  California  Community  Loan  Fund  (NCCLF)  -  Conventional  loans  with 
affordable  rates  are  usually  unavailable  for  many  struggling  non-profit  organizations  that 
need  access  to  capital.  According  to  Peggy  Jones,  the  NCCLF  Lending  Director,  NCCLF 
fills  this  financing  gap  by  providing  its  non-profit  borrowers  with  flexible  financing  and 
technical  assistance.  NCCLF,  a  community  development  financial  institution  (CDFI), 
provides  loans  and  lines  of  credit  at  below  market  rates  to  non-profit  organizations  that 
have  limited  access  to  traditional  financing.  Loan  amounts  generally  range  from  $10,000 
to  $450,000  with  loan  terms  ranging  from  60  days  to  5  years.  Interest  rates  are  fixed  and 
range  from  7.5%  to  9%,  depending  on  the  type  of  loan  and  loan  risk.  Loan  applications 
are  accepted  throughout  the  year  and  are  usually  processed  within  6  to  8  weeks. 
Applicants  must  be  501(c)(3)  non-profit  organizations  with  audit  reports  for  the  most 
recent  3  years  or  tax  returns,  if  no  audits  are  available.  Applicants  are  also  required  to 
provide  collateral  for  their  loans.  Interested  groups  may  contact  the  office  in  order  to 
determine  their  eligibility,  prior  to  submitting  a  loan  application. 
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It  should  also  be  noted  that  NCCLF  already  underwrites  facilities  loans  that  preserve 
buildings  utilized  by  non-profit  organizations  in  Northern  California.  According  to  Ms. 
Jones,  NCCLF  also  intends  to  participate  in  efforts  to  address  the  City's  non-profit  space 
crunch.  She  adds  that  NCCLF  has  been  asked  by  the  Mayor's  Office  of  Community 
Development  (MOCD)  to  administer  the  new  public/private  funds  organized  under  the 
PANS  umbrella.  These  funds  include  $2.5  million  in  capital  recently  made  available 
through  legislation  sponsored  by  Supervisor  Yaki  to  preserve  space  for  non-profits  facing 
displacement.?  Acting  in  this  capacity,  NCCLF  will  provide  loans  to  non-profit 
organizations  for  predevelopment,  acquisition,  rehabilitation  and  construction  of 
office/program  space.  NCCLF  will  also  coordinate  the  referral  of  non-profits  to 
appropriate  providers  that  require  rental  and  technical  assistance. 

•  The  Non  Profit  Finance  Fund  (NFFj  is  also  a  CDFI  that  provides  financial  and  technical 
assistance,  nationwide,  to  medium-sized  non-profit  organizations  for  their  facilities 
projects.  Financial  services  include  below  market  rate  loans  directed  at  organizations  that 
would  otherwise,  not  have  access  to  conventional  lending  sources.  Technical  and 
advisory  services  include  workshops,  small  planning  grants,  and  consultation.  NFF's 
loans  enable  non-profits  to  purchase  buildings,  renovate  leased  space,  undertake  new 
facility  construction,  and  conduct  HVAC  heating  and  air  conditioning  system  upgrades 
Foundations,  banks,  corporations  and  public  agencies  support  the  NFF  with  a  steady 
funding  stream,  which  enables  the  NFF  to  make  loans  to  non-profit  organizations.  The 
maximum  loan  size  is  currently  $750,000  and  can  be  used  to  finance  facilities  projects, 
provide  bridge  financing  for  upcoming  commitments,  and  purchase  or  upgrade 
equipment.  NFF's  loans  are  typically  unsecured  and  given  at  competitive  rates. 
Repayment  schedules  are  based  on  an  organization's  business  cycle  and  closing  costs 
can  be  financed  over  the  term  of  the  loan.  Loan  terms  generally  range  from  a  few  months 
to  seven  years.  According  to  Carol  Ting  of  the  NFF,  loan  approvals  are  generally  issued 
within  six  to  eight  weeks.  Applicants  must  have  been  in  business  for  at  least  three  years, 
and  have  at  least  one  full  time  staff  person  and  annual  revenues  over  $125,000.  In  San 
Francisco,  NFF  has  made  approximately  $3  million  in  loans  that  support  various  facilities 
projects. 

State  Resources 

OLA  research  indicates  there  are  few  resources  at  the  State  level  that  could  be  accessed 
by  non-profit  agencies,  on  a  competitive  basis,  to  finance  their  facilities  or  for  capital 
projects.  There  are  currently  no  funds  set  aside  specifically  to  address  the  impact  of 
rising  real  estate  prices  on  California's  non-profits. 

•  California  Communities  is  a  statewide  public  agency  which  offers  a  broad  array  of  tax- 
exempt  financing  programs  for  public  agencies  and  eligible  private  agencies  for 
industrial,  housing,  non-profit  and  other  tax-exempt  facilities.  This  public  agency  has 
established  a  program  for  private  non-profit  organizations  which  finances  projects  that 
benefit  local  communities  at  below  market  rates.  A  majority  of  the  projects  are  for  health 
service  providers.  However,  support  is  also  provided  to  social  service  agencies, 
community  centers,  museums  and  research  institutes.  According  to  Rob  Braulick  of 
California  Communities,  funding  is  available  for  equipment  and  real  estate  projects.  The 
minimum  financing  for  equipment  projects  is  $250,000  for  terms  of  5  to  7  years.  Real 
estate  projects,  which  have  a  $1  million  funding  minimum,  carry  terms  up  to  20  years. 
The  review  period  for  equipment  projects  is  60  days,  and  90  days  for  real  estate  projects. 
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Applications  are  reviewed  throughout  the  year.  Mr.  Braulick  reports  that,  to  date. 
California  Communities  has  funded  $4  billion  in  various  non-profit  projects. 

•  The  California  Arts  Council  (CAC):  As  a  state  agency,  the  CAC  is  funded  primarily  from 
State  general  funds  which  are  supplemented  with  National  Endowment  for  the  Arts 
(NEA)  dollars.  The  CAC  operates  various  art  programs  geared  at  "increasing 
accessibility  to  the  arts  and  stimulating  economic  and  community  development  through 
the  arts."  Included  among  these,  is  the  Organizational  Support  Program  (OSP),  which 
provides  the  largest  award  to  grant  recipients  and  operates  on  a  two-year  cycle, 
according  to  Adam  Gottlieb,  the  CAC  Communications  Director.  The  OSP  encourages 
the  artistic  and  administrative  development,  stability  and  vitality  of  arts  organizations  in 
California.  Applicants  may  request  grants  for  general  operations  or  for  specific  projects 
related  to  their  overall  development  goals.  OSP  dollars  are  not  available  for  the  purchase 
of  equipment,  land,  buildings  or  construction,  according  to  Mr.  Gottlieb.  The  OSP  grant 
does  provide  operational  support,  including  assistance  with  rent  and  utilities.  Applications 
for  the  OSP  grants  are  received  from  January  to  July,  with  application  dates  based  on 
different  art  categories.  Applications  are  reviewed  and  adjudicated  by  a  panel  of  arts 
professionals  representing  a  wide  variety  of  artistic  disciplines  in  the  state.  The  panelists 
are  themselves  highly  ranked  grantees  in  their  field.  Their  recommendations  are  then 
forwarded  to  the  1 1 -member  California  Arts  Council  for  final  review  and  approval.  Award 
notification  letters  are  mailed  in  October  of  the  same  year.  Applicants  must  demonstrate 
proof  of  non-profit  status,  demonstrate  consistent  arts  programming  for  at  least  two 
years,  have  a  minimum  income  of  $4,000  in  their  organization's  most  recent  fiscal  year, 
and  be  located  in  California.  The  OSP  grant  must  be  matched  dollar-for-dollar  with 
private  contributions,  local  or  federal  dollars,  or  through  earned  income.  The  grant  size  is 
calculated  by  the  CAC  based  on  a  percentage  of  an  applicant's  maximum  request 
amount. 

Federal  Resources 

The  federal  government  authorizes  its  agencies  to  transfer  money  and  benefits  in  the 
form  of  property,  and  services  in  order  to  accomplish  a  public  purpose.  In  many 
instances,  beneficiaries  have  been  non-profit  organizations  with  a  social  service  or 
arts/culture  mission,  which  receive  awards  of  grants,  loans,  loan  guarantees,  technical 
assistance,  and  other  assistance  directly  or  indirectly  from  the  federal  government. 
According  to  A.  Leonard  Smith,  the  Regional  Director  of  the  Economic  Development 
Administration  (EDA),  the  assistance  provided  to  non-profits  has,  however,  not  translated 
into  support  for  "brick  and  mortar"  projects  aimed  at  preserving  or  creating  space.  OLA  is 
currently  working  with  federal  researchers  to  gather  information  on  federal  funding 
resources  that  could  be  utilized  for  non-profit  space  needs. 

New  Private  Initiatives 

As  a  result  of  many  local  non-profit  organizations  losing  their  office  and  performance 
spaces,  new  local  ventures  have  arisen  dedicated  to  exploring  new  ways  of  tapping  into 
private  funds  from  individual  donors.  Below  are  a  few  descriptions  of  these  new  efforts 

■  craigslist  is  a  new  private  venture  that  offers  an  alternative  to  the  "traditional  grant 
writing"  process.  This  group  organizes  monthly  non-profit  venture  forums  that  link 
interested  dot-com  foundations,  individuals,  groups,  and  corporate  donors  with  Bay  Area 
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non-profits  that  advance  an  "innovative  approach  to  social  change."  Interested  non-profit 
agencies  employ  these  forums  to  "pitch"  their  organizations  to  private  donors  with  the 
expectation  that  the  latter  will,  in  turn,  contribute  capital,  expertise  or  resources  to  local 
non-profits.  According  to  Jane  Leu,  co-founder  of  the  craigslist  non-profit  venture  forum, 
every  month,  a  group  of  about  six  non-profits  is  selected  and  trained  by  craigslist's  staff 
to  address  an  audience  of  potential  funders.  Ms.  Leu  states  that  craigslist  will  begin  to 
report  on  the  success  of  these  forums. 

•  Hip4SF  works  with  local  cultural  groups  and  Internet  professionals  to  identify  needs 
created  by  the  displacement  of  non-profit  arts  organizations.  Cultural  and  arts  groups  can 
utilize  Hip4SF's  website  to  solicit  funding  and  other  assistance  for  their  organizations. 
Hip4SF  also  encourages  high-tech/Internet  companies,  known  also  as  "Hip4SF  Angels", 
to  support  art  and  cultural  groups.  Assistance  could  be  in  the  form  of  professional 
services,  technical  equipment,  or  software,  space,  and  financial  contributions.  According 
to  James  Au  Wagner  of  Hip4SF,  his  organization  also  urges  high-tech/Internet 
companies  not  to  occupy  buildings,  in  which  the  displacement  of  non-profit  organizations 
would  occur. 

STREAMLINING  AND  POOLING  FUNDING  RESOURCES 

The  Board  has  additionally  requested  that  OLA  report  on  the  potential  for  streamlining 
and  pooling  resources  aimed  at  local  non-profits.  As  described  in  Parts  I  and  II  of  the 
OLA  report,  various  public  and  private  efforts  are  already  underway  to  streamline  and 
pool  resources  for  the  benefit  of  local  non-profits.  For  example,  City  agencies  such  as 
MOCD,  Grants  for  the  Arts,  and  MOED  are  already  involved  with  the  activities  of  PANS, 
a  public/private  collaboration  which  has  been  leading  efforts  to  identify  and  distribute 
financial  and  other  non-monetary  resources  to  local  non-profits.  Additionally,  as  a  result 
of  recent  Board  actions,  MOCD  and  the  Arts  Commission  are  each  charged  with 
overseeing  the  administration  of  new  City  funds,  which  must  be  allocated  toward  non- 
profit space  needs.  As  future  policy,  the  Board,  working  with  City  departments,  may 
determine  whether  the  City  requires  a  singular  standard  and  process  for  identifying  and 
handling  any  new  funds  that  would  be  administered  by  the  City  for  the  purpose  of 
securing  office  and  performance  spaces  for  local  non-profits. 


PART  II:  LEGISLATIVE  ANALYST  REPORT 
TO:  The  Honorable  Members  of  the  Board  of  Supervisors 
FROM:  Elaine  Forbes,  Legislative  Analyst 
RE:  Board  and  Citywide  Efforts  to  Preserve  and  Create  Space 


PART  II:  BOARD  AND  CITYWIDE  EFFORTS  TO  PRESERVE  AND  CREATE  SPACE 
FOR  NON-PROFITS 

This  report  addresses  legislative  and  other  actions,  to  date,  adopted  by  the  Board  of 
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Supervisors  and  by  City  departments  to  address  space  needs  in  the  local  non-profit 
sector. 

Approved  Board  Actions 

File  Number  001810  &  001811  -  introduced  10/16/00,  passed  11/17/00,  sponsors: 
Ammiano,  Bierman,  Leno  and  Newsom  -  The  Board  approved  two  ordinances  that 
together  fund  and  structure  a  $1,500,000  rent  assistance  program  for  qualifying  non- 
profit arts  organizations  that  are  in  immediate  danger  of  eviction  or  displacement  due  to 
rent  increases.  While  various  city  programs  provide  grant  assistance  to  non-profit  arts 
organizations  for  operating,  program  and  capital  expenses,  the  Board  initiated  the  first 
program  with  the  primary  purpose  of  providing  emergency  funding  specifically  for  rent 
assistance. 

File  Number  001810  appropriates  $1,500,000  for  fiscal  year  2000/2001  from  the  General 
Fund  Reserve  for  rent  assistance  and  charges  the  Art  Commission  with  overseeing  the 
administration  of  the  fund.  File  Number  001811  establishes  eligibility  requirements  to 
qualify  for  the  program  and  awards  the  $1,500,000  to  the  California  Lawyers  for  the  Arts 
to  administer  the  program. 

File  Number  001809  -  introduced  10/16/00,  passed  12/4/00,  sponsors:  Yaki,  Newsom. 
Leno,  Becerril,  Katz,  Teng,  and  Brown  -  appropriates  $3,000,000  from  the  General  Fund 
Reserve  to  preserve  the  non-profit  arts  community  in  San  Francisco.  Of  the  $3,000,000. 
$500,000  will  be  used  for  additional  rent  subsidies  and  displacement  assistance  for  non- 
profit arts  organizations  at  risk  of  eviction  or  displacement  due  to  rent  increases.  The 
remaining  $2,500,000  will  be  used  for  a  capital  project  to  acquire  or  develop  rental  space 
for  arts  organizations.  The  Mayor's  Office  of  Community  Development  will  be  responsible 
for  managing  the  project. 

Pending  Board  Actions 

The  Board  is  also  considering  further  funding  for  emergency  rent  and  displacement 
assistance  and  is  exploring  medium  and  long-range  goals  of:  (1)  maximizing,  expanding 
and  improving  existing  non-profit  space,  and  (2)  identifying,  securing  and  improving  new 
non-profit  spaces. 

File  Number  001889  -  introduced  10/23/00,  sponsor:  Ammiano  -requests  a  hearing  to 
explore  the  social  and  fiscal  impacts  of  amending  the  Planning  Code  to  require  all  office 
development  projects  in  excess  of  50,000  square  feet  to  allocate  10%  of  useable  floor 
space  for  the  exclusive  use  of  non-profit  organizations.  The  hearing  will  consider: 

•  Requiring  50  year  exclusive  use  of  inclusionary  space  for  non-profit  organizations: 

•  Granting  additional  development  rights  beyond  the  allowable  Basic  Floor  Area  equal  to 
the  amount  of  space  designated  for  non-profit  uses; 

•  Subjecting  additional  space  to  all  mitigation  fees,  specifically  fees  for  transit,  affordable 
housing,  child  care  and  downtown  parks,  but  not  counting  the  additional  space  against 
the  annual  limit  on  office  development  established  in  the  Planning  Code  (Article  3,  Sec 
321); 
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•  Providing  inclusionary  space  requirements  for  non-profit  uses  either  on  site  or  at 
another  location  within  San  Francisco; 

•  Developing  an  in-lieu  fee  equal  to  cost  of  providing  onsite  space  for  at  least  50  years; 

•  Designating  a  City  department  to  conduct  a  nexus  study  and  create  a  formula  that 
calculates  the  present  value  of  a  50  year  rent  subsidy; 

■  Requiring  inclusionary  space  for  non-profit  uses  be  made  available  for  no  more  than 
one  third  (1/3)  the  rental  cost  charged  to  commercial  tenants  in  the  office  development 
and  for  no  less  than  50  years. 

File  Number  001927  -  introduced  10/30/00,  sponsor:  Yaki  -  resolution  seeks  to 
impose  interim  zoning  controls  for  12  months,  which  will  prohibit  the  establishment 
of  new  commercial  uses,  along  the  south  side  of  Market  Street  between  5th  and  7th 
Street.  The  resolution  allows  for  the  establishment  of  those  institutions  set  forth  in 
the  Planning  Code  Section  217(c)  -  (e),  assembly  and  entertainment  Section  221(c) 
and  arts  activities  Section  227(r).  The  resolution  is  intended  to  preserve 
philanthropic,  charitable,  cultural  and  arts  uses  in  the  mid-Market  area  pending  the 
adoption  of  permanent  controls. 

File  Number  002104  -  introduced  12/4/00,  sponsor:  Ammiano  -  asks  the  Director  of 
Property  to  create  an  inventory  of  City  property  that  may  be  appropriate  for  temporary 
and  occasional  use  by  non-profit  arts  and  cultural  organizations. 

File  Number  002173  -  introduced  12/11/00,  sponsor:  Katz  -  asks  the  Arts  Commission 
and  the  Mayor's  Office  of  Community  Development  to  investigate  the  feasibility  of 
reserving  a  portion  of  funds  received  from  the  San  Francisco  Airport  to  purchase 
performance  and  office  space  for  arts  and  other  non-profit  organizations. 

Inquires  to  City  Departments 

On  10/10/00,  Supervisor  Ammiano  asked  the  City  Attorney  to  draft  legislation  that  would 
permit  non-profit  organizations  which  have  been  -  or  are  at-risk  of  being  -  evicted  or 
displaced  to  temporarily  utilize  any  performance  or  exhibition  space  owned  by  the  City 
and  County  of  San  Francisco  that  is  currently  not  in  use. 

On  10/10/00,  Supervisor  Newsom  asked  the  Real  Estate  Director  to  conduct  an  audit  of 
all  vacant  land  and  buildings  and  buildings  used  for  storage  in  the  City  that  are  owned  by 
the  local,  state,  and  federal  governments.  The  request  asks  that  the  audit  include 
information  about  1)  property  location;  2)  ownership  and/or  lease  holder;  3)  usable 
space,  lot  size  and  building  square  footage;  4)  current  or  future  plans  for  the  site:  5) 
improvements  needed  to  make  the  land  useable;  6)  the  cost  of  needed  improvements: 
and  7)  the  permitted  uses  for  each  site. 

On  10/10/00,  Supervisor  Newsom  asked  the  City  Attorney  to  draft  legislation  that  would 
allocate  $75,000  for  a  non-profit  liaison  staff  position.  This  position  would  be  on  a  trial 
basis,  subject  to  Board  review. 

On  10/12/00,  Supervisor  Yaki  asked  the  City  Attorney  to  draft  legislation  that  would 
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create  Commercial  Non-profit  and  Commercial  Cultural  Arts  zones  with  tax  incentives 
and  relief.  In  particular,  the  measure  would: 

•  Require  the  Planning  Department  to  create  a  new  "Commercial  Non-profit"  and 
"Commercial  Cultural  Arts"  zone; 

•  Permit  a  parcel  of  land  that  is  zoned  "commercial"  to  be  retroactively  rezoned 
"Commercial  Non-profit"  or  "Commercial  Cultural  Arts"; 

•  Provide  tax  breaks  to  commercial  property  owners  who  allow  their  parcels  to  be  re- 
zoned  "Commercial  Non-profit"  or  "Commercial  Cultural  Arts"; 

•  Provide  a  transfer  tax  break  to  those  property  owners  who  sell  their  property  to  non- 
profit, cultural,  and  arts  groups; 

■  Provide  a  property  tax  break  in  the  form  of  a  lower  property  assessment  for  property 
owners  who  sell  their  property  to  non-profit,  cultural,  and  arts  groups. 

On  1 1/20/2000,  Supervisor  Teng  asked  the  City  Attorney  to  draft  legislation  that  would 
amend  the  Planning  Code  to  exempt  from  the  definition  of  "office  space,"  and  thus  from 
the  annual  limit  on  office  developments,  any  office  space  occupied  by  a  nonprofit 
organizations  that  is  rented  at  50%  of  the  projected  market  rent  for  a  period  of  no  less 
than  25  years. 

On  10/23/00,  Supervisor  Leno  asked  the  Fire  Department  Chief  to  report  on  the 
feasibility  of  renovating  space  at  the  inactive  fire  station  on  Jessie  Street  near  5th  and 
Mission  for  low-cost  office  space  for  non-profit  organizations. 

CITY  AGENCIES 

Various  City  agencies  are  working  collaboratively  with  public,  private  and  non-profit 
groups  to  identify  and  secure  resources  for  non-profit  space  preservation  and  creation 
An  oversight  body,  the  Partnership  for  Affordable  Non-profit  Space,  has  been  created 
and  is  co-chaired  by  Pam  David  of  the  Mayor's  Office  of  Community  Development 
(MOCD),  Caroline  Tower,  Executive  Director  of  Northern  California  Grantmakers,  and 
Marie  Jones,  of  the  SF  Partnership.  In  addition  to  MOCD,  the  Mayors'  Offices  of  Housing 
and  Economic  Development,  the  Department  of  Children,  Youth  and  their  Families,  the 
Art  Commission,  Grants  for  the  Arts,  and  the  Redevelopment  Agency  are  part  of  this 
collaborative  effort.  A  number  of  local  philanthropic  organizations  are  also  participating, 
including  the  San  Francisco  Foundation,  the  United  Way,  the  Goldman  Foundation,  the 
Haas,  Jr.  and  Haas,  Sr.  Foundations,  and  the  Schwab  Corporate  Foundation. 

Information  Gathering  and  Technical  Assistance 

•  Data  and  research  -  MOCD  has  compiled  survey  data  and  commissioned  three  studies: 
Non-Profits  At  Risk:  The  Space  and  Occupancy  Crisis  Facing  San  Francisco's  Non-Profit 
Community  (October  2000),  companion  Case  Stories:  San  Francisco  Non-Profits  in  the 
Land  Rush  (October  2000),  and  Securing  a  Safe  Haven:  Facilities  Strategies  for  San 
Francisco's  Non-Profits  (May  2000).  These  studies  chronicle  the  impact  of  the  real  estate 
market  on  San  Francisco's  non-profit  organizations  and  offer  solutions  to  address  the 
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space  affordability  and  availability  crunch.  Grants  for  the  Arts  commissioned  a  separate 
study  on  arts  organizations,  entitled  San  Francisco  Space  for  the  Arts  Study  (September 
2000). 

•  Website  -  The  Partnership  for  Affordable  Non-profit  Space  (PANS)  has  commissioned 
the  development  and  launch  of  a  web  site  for  non-profit  organizations  located  at 
www.orgspaces.org.  The  web  site  provides  information  about  non-profit  space 
availability,  planning  and  funding  sources. 

•  Technical  advisory  panel  -  MOCD  facilitates  a  technical  advisory  panel.  Construction 
experts,  architects,  space  planners,  real  estate  attorneys,  real  estate  agents,  and  others 
who  have  donated  pro-bono  services  to  help  non-profits  find  and  secure  new  space 
serve  on  the  panel. 

•  Space  referral  program  -  The  San  Francisco  Partnership  offers  a  free  space  referral 
program  to  non-profit  organization  that  are  in  need  of  new  space.  The  program  matches 
the  needs  of  the  organization  with  a  combination  of  market  rate  and  affordable  space. 

Preserving  and  Creating  Space 

•  Planning  and  feasibility  -  MOCD  and  Grants  for  the  Arts  have,  within  their  existing 
budgets,  identified  up  to  $2,000,000  for  space  planning,  technical  assistance,  feasibility 
studies,  and  capital  improvements  for  eligible  arts  and  MOCD-funded  non-profits. 

•  Funding  vehicle  -  The  Mayor's  Office  of  Housing  administers  the  Non-profit  Performing 
Arts  Loan  Program.  This  program,  established  in  1984,  is  a  revolving  loan  fund  for  San 
Francisco's  performing  arts  organizations.  Loans  with  3%  interest  and  flexible  repayment 
terms  are  available  to  qualifying  organizations  for  space  acquisition  and  renovation. 
Currently,  the  fund  totals  approximately  $500,000. 

■  MOCD  is  collaborating  with  the  Northern  California  Community  Loan  Fund  in  the 
development  of  a  new  financing  vehicle  that  will  allow  non-profit  organizations  to 
purchase  commercial  buildings  with  a  combination  of  grants,  equity  investments  and  low- 
cost  and/or  low-interest  loans.  This  financing  pool  will  allow  both  public  and  private 
investments  of  grant  funds,  equity  funds  and  loan  funds. 

•  Non-profit  Use  of  Public  Buildings  -  The  Mayor's  Department  of  Children,  Youth  and 
their  Families  is  working  with  the  San  Francisco  Unified  School  District  (the  District)  to 
better  integrate  non-profit  community  based  organization  (CBO)  partners  in  school 
programs  and  sites.  This  effort  includes  making  school  facility  space  available  to  non- 
profit organizations  that  serve  San  Francisco's  children  and  families.  For  example  eight 
non-profit  Beacon  Centers  operate  before  and  after  school  hours  at  eight  primary  District 
school  sites  and  several  satellite  sites.  The  Beacon  Centers  use  the  space  and  in  return 
give  in-kind  custodial  and  facilities  support  to  the  District.  The  District  is  also  considering 
renting  space  to  arts  and  other  non-profit  organizations.  For  example,  negotiations  are 
underway  for  renting  district  space  to  house  a  youth  employment,  training  and  placement 
program.  The  Bayview  Hunters  Point  Beacon  Center  and  the  Private  Industry  Council 
through  the  Youth  Opportunity  Grant  offer  this  program.  While  the  District  intends  to 
establish  shared  space  agreements  with  non-profit  organizations,  pressing  fiscal  and 
policy  issues  have  taken  priority  above  establishing  a  comprehensive  facilities  plan. 
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Nonetheless,  the  District's  Program  Placement  Committee,  which  will  likely  give 
recommendations  to  the  Superintendent  in  December  2000,  is  committed  to  making 
space  available  to  non-profit  organizations  in  addition  to  the  District's  educational 
priorities. 

•  The  Department  of  Human  Services  (DHS)  plans  to  sublease  approximately  1 2,000 
square  feet  of  office  space  to  non-profit  organizations  starting  May  2001 .  For  the  last  two 
years,  the  State's  Employment  Development  Department  (EDD)  has  given  DHS  space  at 
3120  Mission  for  the  City's  Welfare-to-Work  program.  EDD  has  secured  a  new  location 
and  DHS  plans  to  assume  the  lease  of  37,000  square  feet  at  3120  Mission.  The  Welfare- 
to-Work  program  utilizes  about  25,000  square  feet.  DHS  will  sublease  the  remaining 
space  to  complimentary  non-profit  organizations,  such  as  job  training  and/or  placement 
non-profits. 

•  The  Department  of  Recreation  and  Parks,  the  Library,  the  Department  of  Public  Health, 
the  Fire  Department,  and  the  Department  of  Human  Services  are  looking  at  their  facility 
projects  and  the  potential  for  developing  space  to  sub-let  to  complementary  non-profit 
organizations  within  those  facilities. 

•  New  development  -  The  San  Francisco  Port  Commission  set  aside  1 50,000ft  of  space 
in  the  Pier  70  development  for  non-profit  use.  The  Port  plans  to  issue  a  request  for 
proposal  in  December  2000  to  solicit  non-profit  bids  for  space  development  and  use 

•  The  Redevelopment  Agency  is  planning  to  build  permanently  affordable  non-profit 
commercial  space  in  housing  and  other  Redevelopment  Agency  projects.  The  Agency 
will  use  ground  floor  space  that  has  historically  been  used  for  commercial  space  or  other 
non-housing  uses,  and  will  urge  developers  to  market  the  space  to  disadvantaged  non- 
profit organizations.  The  Mayor's  Office  of  Housing  is  planning  similar  efforts  for  projects 
under  their  jurisdiction. 

•  Inclusionary  Space  -  The  Redevelopment  Agency  has  suggested  that  the  City  consider 
a  policy  whereby  office  development  in  future  redevelopment  project  areas  would  be 
required  to  include  below  market  rate  space  for  non-profit  organizations.  This  policy 
could  be  modeled  after  the  existing  inclusionary  housing  policy  that  applies  citywide  and 
in  Redevelopment  Project  areas  and  includes  a  10%  inclusionary  affordable  housing 
requirement  for  all  new  housing  developments.  Before  any  policy  is  adopted,  the  City 
must  evaluate  whether  a  10%  inclusionary  requirement  is  reasonable.  The  City  will  look 
at  the  space  needs  of  non-profit  organizations  and  how  space  would  be  provided  by 
alternative  inclusionary  requirements.  One  test  could  be  comparing  current  non-profit 
space  needs  to  the  space  produced  if  an  inclusionary  requirement  had  been  in  effect 
over  the  last  five  years. 

Attachment:  Table  -  Summary  of  City's  efforts  to  preserve  and  create  space 

1  Securing  a  Safe  Haven  prepared  by  Melanie  Hurley  (May  1,  2000),  and  San  Francisco  Space  for  the 
Arts  Study  prepared  by  MacDougall  &  Company  (September  2000). 

2  Refer  to  PART  II  of  the  OLA  report  for  additional  information  on  this  initiative. 
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LEGISLATIVE  ANALYST  REPORT 

TO:  HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
FROM:  Gabe  Cabrera,  Legislative  Analyst 
THROUGH:  Clarice  Duma,  Senior  Legislative  Analyst 
DATE:  January  31,2001 

SUBJECT:  NON-BUDGETED  MUNICIPAL  OVERTIME 
Summary  of  Request 

Motion  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to  prepare  a  report  to:  (1)  assess  the 
aggregate  costs  to  the  City  over  the  last  five  years  of  all  non-budgeted  overtime;  (2)  analyze  current  data 
within  the  City  Attorney,  and  other  departments  regarding  overtime,  both  current  and  from  the  last  five 
years,  by  department,  actions  which  led  to  the  overtime,  and  total  costs;  and  (3)  survey  "best  practices" 
from  other  local  governments  which  successfully  utilize  such  data  to  direct  and  incentivize  City 
departments  to  lessen  their  overtime  costs. 

Background 

Each  year,  the  Mayor  proposes  a  budget  for  all  City  departments  for  the  ensuing  fiscal  year.  This  budget 
is  transmitted  to  the  Board  of  Supervisors  (the  "Board")  for  review  and  approval  in  the  form  of  the 
Annual  Appropriation  Ordinance.  Once  adopted  by  the  Board,  these  budgeted  amounts  are  referred  to  as 
the  "original"  budget.  During  the  fiscal  year,  the  budget  may  be  revised  via  supplemental  appropriations, 
transfers  and  carryforwards  in  accordance  with  the  City  Charter  and  Administrative  Code.  This  is 
referred  to  as  the  "revised"  budget.  According  to  the  Controller's  Office,  "non-budgeted"  overtime  may 
occur  for  two  reasons: 

1.  Spending  in  Excess  of  Budgeted  Amounts  -  When  a  department's  actual  overtime  costs  exceed  its 
budgeted  amount  of  overtime,  the  difference  is  called  "non-budgeted"  overtime. 

2.  City  Budget  and  Accounting  Practices  -  In  the  City's  financial  systems,  overtime  is  identified  by 
"object"  code.  Project  and  grant  budgets  are  usually  not  broken  down  by  object,  but  actual  costs, 
including  overtime  expenditures,  are  always  recorded  by  object.  Overtime  is  included  in  project  and 
grant  budgets,  but  it  is  not  itemized.  Therefore,  any  overtime  spent  on  projects  is  (technically)  "non- 
budgeted"  overtime,  but  it  is  due  to  the  City's  budgeting  and  accounting  practices  and  not  necessarily 
due  to  a  difference  between  planned  and  actual  amounts. 

For  the  purposes  of  this  analysis,  overtime  spent  on  projects  is  referred  to  as  "project"  overtime,  and  all 
other  overtime  is  called  "non-project"  overtime. 

Citywide  Overtime  Costs  (FY  95-96  through  FY  99-00) 

The  table  below  shows  citywide  overtime  costs  over  the  five-year  period  from  FY  95-96  through  FY  99- 
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Figure  1:  Citywide  O.T.  Costs 


OVERTIME         1995-96          1996-97          1997-98          1998-99  1999-00 
Non-project 

MUNtdrivers  $  18,145,426  $  19,717,766  $  21,927,326  $  21,440,141  $  23,985,35 

Other  $  32,919,987  $  39,814,595  $  44,125,555  $  56,710,303  $  70,181,13 

Subtotal  $  51,065,413  $  59,532,361  $  66,052,881  $  78,150,444  $  94,166,48 

Project  $   4.432.208  $   5,262,184  $    5,050,021  $    5485.917  $  6.166.69 

Total  $  55,497,621  $  64,794,545  $  71,102,902  $  83,636,361  $  100,333,17 


Source:  Controller's  Office,  San  Francisco  (SF). 

Project  overtime  excludes  overtime  costs  incurred  by  the  Police  Law  Enforcement  Services  (PLES)  Unit 
because  those  costs  are  paid  by  organizations  requesting  special  security  services  from  the  Police 
Department. 


The  rest  of  this  report  discusses  "non-project"  overtime  only.  It  does  not  consider  "project"  overtime 
because,  as  discussed  above,  overtime  spent  on  projects  is  "non-budgeted"  overtime  due  to  the  City's 
budgeting  and  accounting  practices,  and  not  necessarily  due  to  a  difference  between  planned  and  actual 
amounts. 


Citywide  "Non-Budgeted"  Overtime  Costs  (FY  95-96  through  FY  99-00) 

Based  on  data  provided  by  the  Controller's  Office,  in  this  section,  we  calculate  citywide  non-project, 
"non-budgeted"  overtime  costs. 

This  data  is  not  for  all  City  departments.  It  is  only  for  (a)  those  departments  which  budgeted  for 
overtime  at  the  start  of  the  fiscal  year  and  (b)  those  departments  which  paid  overtime  during  the  year 
despite  not  budgeting  for  it.  Departments  which  neither  budgeted  nor  paid  overtime  do  not  appear  in  this 
data. 


Figure  2  below  shows  that  budgeted  overtime  (Column  A)  has  increased  steadily  over  the  five-year 
period.  Over  the  first  four  years,  it  grew  by  approximately  29%.  However,  during  FY  99-00  alone, 
budgeted  overtime  rose  by  about  53%  from  the  previous  year.  This  increase  was  due  to  a  change  in  the 
City's  accounting  practices.  According  to  the  Controller's  Office,  prior  to  FY  99-00,  overtime  for 
Municipal  Railway  (MUNI)  drivers  was  budgeted  and  charged  with  their  salary  object,  rather  than  in  the 
overtime  object.  Overtime  for  these  drivers  was  budgeted  separately  for  the  first  time  in  FY  99-00. 

Actual  overtime  costs  (Column  B)  also  increased  steadily  over  the  five-year  period.  Over  the  first  four 
years,  they  increased  by  approximately  72%.  Like  budgeted  overtime,  actual  costs  rose  most  in  FY  99- 
00.  During  that  fiscal  year  alone,  they  increased  by  about  66%  from  the  previous  year.  Although  the  data 
shows  a  rise  in  actual  costs,  not  all  City  departments,  which  budgeted  for  overtime,  exceeded  their 
overtime  budgets  (see  Figure  3). 

To  calculate  citywide  non-project,  "non-budgeted"  overtime  costs  (Column  C),  we  subtract  budgeted 
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overtime  from  actual  overtime  costs.  Figure  2  shows  that  each  year  over  the  five-year  period,  the  Citj 
spent  more  on  overtime  than  it  originally  budgeted.  Furthermore,  the  percentage  by  which  actual  costs 
exceeded  budgeted  amounts  also  rose  over  the  five-year  period. 

Figure  2:  "Non-budgeted"  O.T.  Costs 


(A) 

(B) 

(C) 

(D) 

"Non-budgeted" 

% 

"Budgeted" 

"Actual" 

O.T.  Costs 

Over 

Fiscal  Year 

O.T.  Amounts 

O.T.  Costs 

(B-A) 

Budget 

1995-96  $ 

30,644,888  $ 

32,919,987 

$ 

2,275,099 

7% 

1996-97  $ 

31,498,674  $ 

39,814,595 

$ 

8,315,921 

26% 

1997-98  3 

31,664,301  $ 

44,125,555 

$ 

12,461,254 

39% 

1998-99  3 

39,391,115  $ 

56,710,303 

$ 

17,319,188 

44% 

1999-00  3 

60,227,633  $ 

94,166,487 

$ 

33,938,854 

56% 

Note:  Figures  for  FY  95-96  through  FY  98-99  exclude  overtime  for  MUNI  drivers;  FY  99-00  includes 
such  overtime  since  this  is  the  first  year  it  was  budgeted  as  overtime. 

Source:  Controller's  Office,  SF. 

Departmental  "Non-Budgeted"  Overtime  Costs  (FY  95-96  through  FY  99-00) 


Figure  3:  Departmental  O.T.  Outcomes 

FY 

#Depts. 
Breaking 
Even 

#Depts. 

Over 
Budget 

#Depts. 
Under 
Budget 

95-96 

_ 

34 

_ 

96-97 

27 

17 

97-98 

0 

32 

14 

98-99 

0 

31 

13 

99-00 

1 

32 

14 

Source:  Controller's  Office,  SF. 

Based  on  the  data  provided  by  the  Controller's  Office,  in  this  section,  we  analyze  departmental  non- 
project,  "non-budgeted"  overtime  costs. 

First,  it  is  important  to  look  at  the  total  number  of  departments,  which  exceeded  their  budgets  for  "non- 
project"  overtime  during  the  five-year  period  (see  Figure  3).  Currently,  there  are  approximately  62 
departments  citywide.  Therefore,  the  departments  reported  in  Figure  3  are  a  portion  of  those 
departments. 


http://www.ci.sf.ca.us/bdsupvrs/leganalyst/reports/027-00.htm 


6/11/01 


CCSF  |  Legislative  Analyst  Reports 


Page  4  of  8 


Although  the  data  varies  from  year  to  year,  we're  able  to  observe  some  distinct  features.  Each  year,  there 
were  at  least  twice  as  many  departments  which  overspent  on  overtime  than  those  which  did  not,  except 
in  FY  96-97.  Typically,  the  number  of  departments  which  overspent  was  in  the  low  30's,  while  the 
number  which  did  not  was  in  the  mid-teens.  In  addition,  over  this  five-year  period,  only  one  department 
in  FY  99-00  spent  its  exact  budget  allocation. 

Figure  4  below  does  not  contain  a  precise  accounting  of  every  dollar  overspent  on  non-project,  "non- 
budgeted"  overtime.  Instead,  we've  striven  to  provide  broad  cost  categories.  This  approach  allows  us  to 
make  some  general  comments  about  departments  and  their  overspending  between  FY  95-96  and  FY  99- 
00. 

Each  year,  the  majority  of  departments  overspent  by  $50,000  or  less.  The  second  largest  groups 
overspent  by  $300,000  or  more.  Within  these  groups,  each  year,  at  least  2  departments  exceeded  their 
budgets  by  over  $1  million.  In  addition,  over  the  five-year  fiscal  period,  there  was  a  steady  increase  in 
the  number  of  departments  which  overspent  on  overtime  by  $300,000  or  more,  with  the  greatest  number 
(10)  occurring  in  FY  99-00. 

Figure  4:  Departments  &  "Non-budgeted"  O.T.  Costs 


FY 

<50  K 

<  100  K 

<150K 

<  200  K 

<  250  K 

<  300  K 

>  300  K 

T 

95-96 

21 

4 

3 

0 

1 

0  ~ 

5 

96-97 

2 

0 

1 

7 

_ 

97-98 

__ 

IT  i 

0 

0 

0 

8 

 18 

1  



1 

1 

1 

8 

99-00 

16 

2 

2 

6 

1 

1 

10 

Source:  Controller's  Office,  SF. 


Prior  Research  and  Analysis 

The  San  Francisco  Civil  Grand  Jury,  the  Budget  Analyst  Office  and  the  Controller's  Office  have 
examined  overtime  and  related  issues  in  San  Francisco.  This  section  summarizes  (1)  the  Civil  Grand 
Jury's  FY  99-00  report  on  citywide  overtime;  (2)  the  Budget  Analyst's  1996  management  audit  of  the 
San  Francisco  Police  Department  (SFPD);  and  (3)  the  Controller's  1999  audit  report  on  SFPD's 
accounting  for  funds  collected  for  providing  special  security  services. 

San  Francisco  Civil  Grand  Jury  Report  (FY  99-00) 

In  FY  99-00,  the  San  Francisco  Civil  Grand  Jury  issued  a  report  on  overtime  in  the  City  and  County  of 
San  Francisco.  The  Civil  Grand  Jury  interviewed  various  City  department  officials  and  reviewed  FY 
1998-99  payroll  records  of  all  City  departments  where  overtime  hours  exceeded  16%  of  the  number  of 
hours  an  employee  is  regularly  scheduled  to  work.  The  report  concluded  that  approximately  2.600  City 
employees  reached  that  level  of  overtime.  This  represents  about  9.3%  of  the  estimated  total  number  of 
City  employees  (28,000).  These  2,600  employees  work  for  the  following  eight  City-  departments:  Police. 
Fire,  MUNI,  Health,  Parking  and  Traffic,  Recreation  and  Park,  Water  and  the  Sheriffs  Department. 
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The  report  identified  the  following  causes  of  excessive  overtime  for  Police,  Fire  and  MUNI  (However,  it 
did  not  do  the  same  for  the  other  five  departments  noted  above): 

•  The  Police  Department:  (1)  under-staffing;  (2)  court  appearances  by  arresting  officer  after  shift  ends  or 
on  day  off;  (3)  report  writing  when  an  arrest  is  made  near  end  of  shift;  (4)  arrested  person  in  need  of 
medical  treatment  is  routinely  rejected  by  the  Sheriffs  Department  causing  the  officer,  who  may  be  at 
the  end  of  his/her  shift,  to  accompany  the  prisoner  to  medical  facility  and  wait  until  the  facility  accepts 
the  prisoner;  (5)  City  emergencies;  (6)  unplanned  protests;  (7)  visits  by  VIPs;  (8)  supplying  officers  for 
private  events  (for  more  information,  see  description  of  the  Controller's  Office  1999  audit  in  this  report); 
(9)  street  fairs;  (10)  sporting  events;  (1 1)  filming  of  movies  and  commercials;  and  (12)  private  security 
needs  of  businesses. 

•  The  Fire  Department:  (1)  under-staffing;  (2)  City  emergencies;  (3)  absences  due  to  fraudulent  worker's 
compensation  claims;  (4)  work  rules  requiring  minimum  staffing  at  stations  and  to  operate  equipment; 
(5)  general  discontent  by  rank  and  file  employees  with  management  is  believed  to  be  responsible  for 
some  absenteeism;  (6)  overtime  paid  to  employees  who  participate  in  the  delivery  of  toys  during  the 
Department's  Toys  for  Tots  program;  and  (7)  alleged  incidents  of  racism  directed  at  the  Fire  Chief  may 
have  resulted  in  overtime  abuses  in  order  to  call  into  question  the  Chiefs  management  skills. 

•  MUNI:  (1)  under-staffing;  (2)  unexcused  absenteeism;  (3)  overtime  abuses;  (4)  fraudulent  worker's 
compensation  claims;  (5)  outdated  management  information  systems;  (6)  special  events;  (7)  poor  hiring 
practices;  and  (8)  labor  agreements  which  limit  management's  ability  to  terminate  employees  for  poor 
attendance. 

This  Civil  Grand  Jury  report  contains  19  recommendations  to  curb  excessive  overtime.  Fourteen  of  these 
19  recommendations  were  specifically  tailored  for  the  Police,  Sheriff,  Fire  and  MUNI,  while  the  other  5 
were  meant  to  be  implemented  on  a  citywide  basis.  These  5  recommendations  included:  (1)  hiring 
additional  persons  to  the  following  job  classifications  which  received  significant  overtime  hours  in 
various  City  departments  -  General  Laborer  (7514),  Security  Guards  (8202),  Institutional  Police  Officers 
(8204),  and  Museum  Guards  (8226);  (2)  budgeting  discretionary  and  emergency  overtime  separately 
(only  unforeseen  events  should  be  considered  in  the  emergency  category);  (3)  requiring  all  City 
departments  to  submit  reports  when  overtime  for  an  employee  exceeds  16%  of  base  salary  on  a  monthly 
basis,  rather  than  twice  per  year,  as  is  the  case  now;  (4)  appointing  an  independent  oversight  body  to 
review  monthly  overtime  reports  provided  by  City  departments;  and  (5)  issuing  a  mayoral  directive  on 
citywide  overtime  use.  As  of  the  writing  of  this  report,  the  Legislative  Analyst  had  not  yet  learned  if 
departments  had  begun  implementing  any  of  these  recommendations. 

The  Budget  Analyst's  Management  Audit  of  the  Police  Department  (1996) 

In  December  of  1996,  the  Budget  Analyst's  Office  issued  phase  one  of  a  two-phase  management  audit  of 
the  San  Francisco  Police  Department.  Phase  one  examined  (among  other  issues)  the  Department's  use  of 
overtime  in  FY  95-96.  This  audit  noted  that  special  events  were  the  single  largest  reason  for  overtime.  In 
FY  95-96,  Police  logged  103,858  overtime  hours  for  special  events,  which  represents  35.8%  of  all 
overtime  funded  from  the  General  Fund.  Investigative  overtime,  miscellaneous  overtime  and  off-duty 
court  appearances  were  the  second,  third  and  fourth  most  significant  sources  of  General  Fund  overtime 
(19.7%,  18.5%)  and  14.7%  respectively).!  Lastly,  arrest  overtime,  which  is  incurred  primarily  when  an 
arrest  is  made  near  the  end  of  a  shift,  was  1 1.3%  of  all  overtime  funded  by  the  General  Fund. 

The  Budget  Analyst's  audit  contained  47  recommendations  to  the  Police  Department.  With  respect  to 
overtime,  it  advised  the  Police  Department  to:  (1)  establish  overtime  quotas  for  each  unit  in  the 
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Department  in  order  to  better  control  overtime  expenditures;  (2)  introduce  flexible  time  for  investigators 
and  pay  investigative  standby  at  straight  time  rather  than  overtime  pay;  (3)  pay  court  standby  pay  at 
straight  time  rather  than  overtime  pay  and  implement  the  provisions  of  Proposition  1 15  (which 
authorizes  individual  police  officers  to  present  the  reports  of  other  officers  as  hearsay  evidence  at 
preliminary  hearings,  reducing  the  number  of  officers  required  to  attend  court);  and  (4)  require  district 
sergeants,  when  possible,  to  delegate  arrest-related  duties  to  officers  who  have  sufficient  time  remaining 
on  their  shifts  to  perform  such  duties  without  incurring  overtime. 

Mr.  John  Goldberg  of  SFPD's  Fiscal  Division  reports  that  the  Department  has  fully  implemented 
Recommendation  Nos.  1  and  4,  listed  above.  However,  it  has  not  implemented  Recommendation  No.  2 
because  paying  for  investigative  standby  at  straight  time  rather  than  overtime  pay  is  a  contract  issue 
between  the  City  and  the  Department's  labor  union.  Standby  pay  may  not  be  changed  until  the  current 
contract  expires  on  June  30,  2001,  according  to  Police  officials.  Finally,  the  Department  has  only 
partially  implemented  Recommendation  No.  3.  It  continues  to  pay  court  standby  at  overtime  rather  than 
straight  pay  because  that  is  also  a  contract  issue.  However,  it  has  implemented  the  provisions  of 
Proposition  115,  including  a  pilot  project  (at  the  Tenderloin  Station  and  the  Narcotics  Division)  whose 
purpose  is  to  identify  those  officers  designated  in  the  police  report  as  available  to  provide  Proposition 
115  testimony. 

The  Controller's  Office  Audit  Report  (1999) 

Section  10B.2  of  the  City's  Administrative  Code  requires  the  Police  Department  to  charge  organizations 
requesting  special  security  services  a  base  rate  (which  is  the  overtime  pay  rate  of  the  uniformed  police 
officers  providing  those  services),  as  well  as  the  cost  of  additional  equipment  and  materials  needed  to 
provide  the  services.  In  November  of  1999,  the  Controller's  Office  issued  an  audit  report  on  the  Police 
Department's  accounting  for  funds  collected  for  providing  special  security  services.  Among  other 
findings,  the  report  indicates  that  the  Police  Department  generally  charged  for  its  services  correctly,  but 
did  not  charge  all  organizations  the  22.5%  administrative  overhead  fee  required  at  the  time  by  the  City's 
Administrative  Code.?  According  to  the  Controller's  report,  the  Police  Department  did  not  collect 
$944,689  in  administrative  overhead  from  various  organizations  over  the  two-year  period  from  FY  96- 
97  through  FY  97-98.  The  Police  Department  responded  to  the  Controller's  findings  in  a  memorandum 
dated  October  29,  1999  (which  is  attached  to  the  audit).  In  this  memorandum,  Police  Department  staff 
advised  that  previous  City  administrations  directed  the  Police  Department  not  to  charge  the  22.5% 
administrative  overhead  fee  to  some  organizations. 

Overtime  Controls  in  Other  Jurisdictions 

It  is  important  to  note  that  all  of  the  following  jurisdictions  enter  Memorandum  of  Understanding 
(MOUs)  with  labor  unions  to  govern  overtime.  However,  they  also  govern  overtime  through  legislation, 
mayoral  directives  and  informal  policies  and  practices,  as  discussed  below. 

City  of  Los  Angeles  -  In  Los  Angeles,  there  are  at  least  three  provisions  in  the  City's  Administrative 
Code  to  help  reduce  overtime  costs.  First,  the  City  Council  must  pre-approve  by  resolution,  at  the  start 
of  the  fiscal  year,  the  classes  of  City  employees  that  are  eligible  to  work  overtime.  Those  classes  of 
employees  that  are  not  pre-approved  to  work  overtime  may  not  do  so  for  the  duration  of  the  fiscal  year. 
Secondly,  no  employee  may  work  overtime  without  prior  approval  from  his/her  department's 
administrative  head.  Only  supervisory  personnel  may  credit  employees  with  overtime  worked  without 
prior  approval.  Lastly,  no  employee  whose  regular  biweekly  rate,  without  bonuses,  is  above  the  5th  step 
of  regular  biweekly  rate  for  the  class  of  Civil  Engineer  can  receive  overtime  compensation  (although 
they  may  work  overtime).  The  annual  salary  for  a  Civil  Engineer  at  the  5th  step  is  $81,348.  The  Los 
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Angeles  Controller's  Office  estimates  that  of  Los  Angeles's  47,000  employees  citywide,  approximately 
1,000  employees  (2%)  earn  at  least  $81,348  per  year. 

City  of  New  York  -  Overtime  controls  in  New  York  are  not  set  in  the  City's  Administrative  Code. 
Instead,  they  are  outlined  in  a  "mayoral  directive"  to  the  heads  of  all  City  Departments.  In  September  of 
1994,  Mayor  Rudolph  Giuliani  issued  a  directive  that  defined  departmental  responsibilities  for:  ( 1 ) 
planning  and  controlling  overtime;  (2)  monitoring  spending  patterns  for  overtime;  and  (3)  justifying 
increases  in  monthly  overtime  reports  to  the  Mayor's  Office  of  Management  and  Budget  (OMB)  and  the 
Mayor's  Office  of  Operations.  Based  on  phone  interviews  with  staff  in  these  offices,  the  Legislative 
Analyst  has  learned  that  the  directive  requires  each  department  to  identify  the  sources  of  overtime  costs, 
and  to  develop  a  comprehensive  plan  to  reduce  those  costs.  There  is  evidence  that  suggests  that  this 
directive  has  been  successful.  For  instance,  in  FY  1996,  overtime  earnings  for  regular  operations  at  City 
departments  totaled  $452.3  million,  a  reduction  of  $15.4  million  from  $467.7  million  in  spending  for  the 
same  purpose  in  FY  1995,  and  $61.1  million,  or  12%  ,  less  than  the  regular  operations  overtime  of 
$513.4  million  in  FY  1994i  This  is  the  latest  available  data,  according  to  OMB. 

City  of  Chicago  -  Chicago  manages  its  overtime  costs  in  a  way  that  is  less  formal  than  the  other 
jurisdictions  surveyed.  The  City  Controller  simply  notifies  the  Mayor's  Office  of  Management  and 
Budget  whenever  a  City  department  exceeds  its  overtime  budget  by  any  amount  during  the  fiscal  year. 
The  Mayor's  Office  then  requires  the  department  to  justify  its  overtime  expenditures.  It  is  not  unusual 
for  a  department  to  exceed  it  overtime  budget  especially  when  unexpected  events  occur  (i.e.  a  visit  from 
a  VIP  results  in  extra  police  overtime  or  a  record-breaking  snowfall  warrants  additional  overtime  for 
public  work  employees).  However,  if  a  department  cannot  justify  its  overtime  costs,  then  the  Mayor's 
Office  begins  to  monitor  that  department's  overtime  use  on  a  monthly  basis.  The  Mayor's  Office  also 
meets  with  the  department  on  a  monthly  basis  to  identify  the  causes  of  the  excessive  overtime,  and  to 
propose  solutions  for  controlling  its  use.  The  Mayor's  Office  also  advised  the  Legislative  Analyst  that 
department  heads  and  their  managers  are  responsible  for  curbing  overtime  expenditures. 

City  of  Portland  -  Portland's  Administrative  Code  includes  provisions  governing  overtime  use.  as  is  the 
case  in  Los  Angeles.  The  Administrative  Code  states  that  overtime  pay  is  not  authorized  for  employees 
who  qualify  as  executives,  administrators  or  professionals  as  defined  by  the  Federal  Fair  Labor 
Standards  Act  except:  (1)  as  provided  by  a  labor  agreement;  (2)  when  past  practice  dictate  otherwise  and 
is  specifically  authorized  by  the  "Commissioner  in  Charged";  or  (3)  when  the  Bureau  Director  and 
Commissioner  in  Charge  specifically  authorizes  overtime  pay  for  work  performed  during  a  mayoral 
declaration  of  emergency.  Portland  pays  overtime  at  1-1/2  times  an  employee's  base  rate  of  pay. 
However,  in  order  to  curb  overtime  spending,  compensatory  time  off  may  be  authorized  by  an 
employee's  supervisor  in  lieu  of  cash  up  to  a  total  accrual  of  75  hours  in  a  calendar  year.  Any  accrued 
compensatory  time  remaining  at  the  end  of  a  calendar  year  is  paid  either  in  cash  or  carried  over  into  the 
next  year  (although  it  counts  against  that  calendar  year's  total  accrual).  Finally,  in  order  to  monitor 
overtime  spending,  each  bureau's  appropriation  unit(s)  must  prepare  a  biweekly  time  report  and  submit  it 
to  the  City's  Accounting  Division  for  those  employees  whose  time  deviates  from  their  standard  work 
hours,  in  accordance  with  Portland's  Administrative  Code. 

Conclusion 

The  following  section  summarizes  the  major  findings  of  this  report.  First,  over  the  five-year  period  from 
FY  95-96  through  FY  99-00,  the  City  spent  more  on  overtime  than  it  originally  budgeted,  and  the 
percentage  by  which  actual  costs  exceeded  budgeted  amounts  rose  steadily  over  this  five-year  period. 
More  specifically,  each  year,  there  were  at  least  twice  as  many  departments  which  overspent  on 
overtime  than  those  which  did  not,  except  in  FY  96-97.  Typically,  the  number  of  departments  which 
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overspent  was  in  the  low  30's,  while  the  number  which  did  not  was  in  the  mid-teens.  In  addition,  each 
year,  the  majority  of  departments  overspent  by  $50,000  or  less.  The  second  largest  groups  overspent  b\ 
$300,000  or  more.  Within  these  groups,  each  year,  at  least  2  departments  exceeded  their  budgets  b\  o\  ei 
$1  million.  In  closing,  more  research  and  analysis  must  be  done,  such  as  an  audit  of  each  City 
department's  overtime  spending,  before  our  report's  findings  can  be  accepted  as  final  and  as  basis  for 
revising  existing,  or  adopting  new,  overtime  controls. 

1  Investigative  overtime  is  for  investigators  in  the  Investigations  Bureau  who  work  beyond  their 
scheduled  hours.  Miscellaneous  overtime  is  for  civilian  employees  as  well  as  sworn  officers  who  tram, 
attend  meetings  or  carry  out  other  functions  during  off  duty  hours. 

-  On  February  7,  2000,  the  Board  of  Supervisors  approved  an  ordinance  (File  No.  99-2233)  amending 
the  City's  Administrative  Code  to  eliminate  the  22.5%  administrative  overhead  fee. 

"i  Press  Release  #440-96.  September  14,  1996.  "Mayor  Giuliani  Announces  Overtime  Earned  for 
Regular  Operations  Declines  for  2nd 

Consecutive  Year."  City  Hall  Press  Office.  New  York,  New  York. 

i  Portland's  Mayor  and  four  Commissioners  serve  both  as  its  legislative  body  and  as  administrators  of 
city  departments  (referred  to  as  "bureaus"),  individually  overseeing  bureaus  and  carrying  out  policies 
approved  by  the  Council  while  wearing  its  legislative  hat. 
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MEMORANDUM 

TO:  OFFICE  OF  SUPERVISOR  TOM  AMMIANO 

Angela  Calvillo,  Aide  to  Supervisor  Ammiano 
FROM:  Elaine  Forbes,  Legislative  Analyst 
DATE:  February  21,2001 

RE:  Power  Plant  Siting  and  Mitigation  Packages 

Summary  of  Request 

Supervisor  Ammiano  asked  that  the  Legislative  Analyst  Office  provide  the  following  information 
relevant  to  the  Potrero  Power  Plant  Citizens  Advisory  Task  Force  regarding  the  proposed  Potrero 
power  plant  expansion.  Accordingly,  this  memorandum  provides  background  information  about 
San  Francisco  County's  energy  consumption  and  supply,  an  overview  of  the  processes  for 
permitting  and  determining  the  impacts  of  the  proposed  plant  expansion,  with  an  emphasis  on 
opportunities  for  community  involvement,  and  a  review  of  power  plant  siting  and  related 
mitigation  packages  in  two  other  cities,  Morro  Bay  and  Pittsburg,  California.  This  report  is 
intended  to  supplement  other  information  that  the  Public  Utilities  Commission  (PUC)  and  City 
Attorney's  Office  will  provide  to  the  task  force. 

Executive  Summary 

In  May  2000,  Mirant  (formerly  Southern  Energy)  applied  to  the  California  Energy  Commission 
(Energy  Commission,  or  CEC),  the  licenser  of  natural  gas  and  nuclear  power  plants  in  California, 
to  expand  the  Potrero  Power  Plant  from  362  to  902  megawatts  (MWs).1  California's  current 
energy  situation  has  spurred  an  increase  in  applications  to  the  Energy  Commission.  In  addition  to 
Mirant's  application,  the  Energy  Commission  is  reviewing  13  other  power  plant  applications.  5  of 
which  are  for  expansions  of  existing  power  plants. 

Communities  throughout  the  state  seek  to  balance  energy  production  needs  with  environmental 
and  neighborhood  concerns.  Power  plants  are  perceived  as  visually  disruptive,  and  generators  of 
noise,  odors,  and  air  pollution  which  can  cause  health  problems,  as  well  as  other  possible 
environmental  problems  and  safety  issues.  Neighborhood  residents  and  environmental  justice 
advocates  have  organized  to  call  attention  to  their  concern  that  such  uses  have  had  a 
disproportionate  impact  on  low-income  neighborhoods.  Over  the  last  30  years  environmental 
regulations  have  placed  more  controls  on  industry.  As  a  result,  new  power  plants  are  cleaner. 
Additionally,  building  a  new,  or  expanding  a  power  plant  requires  a  public  process  and 
comprehensive  environmental  review.  Concerns  about  the  plants  remain,  however,  among  nearby 
residents  and  others. 

Two  examples  of  power  plants,  the  expansion  at  Morro  Bay  and  new  plant  siting  in  Pittsburg, 
show  that  cities  can  have  leverage  with  power  companies  to  negotiate  mitigation  packages,  and 
that  residents  can  also  shape  plant  design  and  benefits  for  the  local  community,  such  as  new  parks. 
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and/or  improved  road  ways.  However,  in  both  the  Morro  and  Pittsburg  cases,  some  residents  fell 
the  cities  advocated  on  behalf  of  the  economic  interest  of  the  cities,  rather  than  on  behalf  of  the 
neighborhoods.  Whether  the  city  and  residents  worked  collaboratively  or  separately,  early 
negotiation  between  the  city,  residents  and  the  power  company  was  key  in  both  communities. 
Organized  community  participation  was  important  in  both  communities.  In  Morro  Bay, 
independent  environmental  impact  analysis  was  a  critical  factor  in  negotiating  neighborhood 
concerns. 

The  Energy  Commission  is  currently  conducting  an  environmental  impact  review  of  the  proposed 
Potrero  Power  Plant  expansion  as  part  of  the  licensing  process.  The  Energy  Commission's  review 
is  required  to  be  comprehensive.  Neighborhood  residents  have  a  number  of  options  to  address 
their  concerns  in  this  process.  The  Energy  Commission  gives  the  public  and  interested  groups 
opportunity  for  public  participation  through  public  comment  and  more  formally  through 
"Intervenor  Status."?  Some  power  companies  have  agreed  to  reimburse  cities  for  independent 
environmental  analysis  and  legal  counsel,  which  may  give  residents  information  that  can  bring  to 
light  new  issues  for  consideration  in  the  licensing  review.  Effective  coordination  between  Potrero 
residents  (perhaps  through  the  Citizens  Advisory  Task  Force)  and  the  City  of  San  Francisco  could 
strengthen  the  position  of  both  parties  to  influence  the  proposed  power  plant  expansion. 

San  Francisco  County  and  California  Energy  Consumption  and  Production 

In  1999,  San  Francisco  County  consumed  approximately  5,270  gigawatt-hours  (GWh)  of 
electricity.  The  County's  peak  demand  in  1999  was  920  MWs.  Table  1  shows  the  electric  energy 
consumed  in  the  County  by  user  type  in  1999. 


Table  1 :  User  Type 

|%  of  Total*  | 

Commercial  Buildings 

|  66% 

Residential 

|       27%  | 

Transportation,  Communication  and  Utility 

5% 

Industry 

1  2% 

Agricultural  and  Water  Pumping 

!  -7% 

*Percentages  do  not  equal  100%  due  to  rounding. 
Source:  California  Energy  Commission 

According  to  the  Energy  Commission,  electricity  demand  statewide  grew  by  about  3  percent  from 
1998  to  1999.^  However,  between  1998  and  1999,  the  percentage  change  in  electricity 
consumption  in  San  Francisco  was  4%.  The  growth  in  the  City/County  combined  with  energy 
efficiency  of  products  and  structures  and  conservation  will  shape  future  energy  consumption  and 
related  power  production  capacity,  transmission  and  distribution  needs. 

California  has  1,012  power  plants,  which  generate  approximately  259,365  GWh  of  electricity  per 
year.  Natural-gas  power  plants  are  scattered  throughout  the  state,  hydro-electric  plants  are  in  the 
Sierra,  and  nuclear  plants  are  near  the  coast.  Table  2  demonstrates  the  state's  electricity  generation 
mix  in  1999. 
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Table  2:  Generation  Type 

%  of  Total 

Natural  gas 

||       30%  j 

Coal 

||  21% 

Large  hydroelectric 

||  23% 

Nuclear 

II    15%  1 

Renewable 

ll    ll%  l 

Source:  California  Energy  Commission 

The  state  has  both  very  small  and  large  facilities;  the  average  power  plant  is  53  MW,  that  is.  at 
one  point  in  time  the  average  size  facility  can  produce  53  MWh  of  electricity.  San  Francisco  has 
three  power  plants:  Hunters  Point,  Potrero,  and  a  small  plant  at  the  University  of  San  Francisco, 
which  are  429,  362  and  1.5  MW  capacity  respectively,  or  793  MW  combined.  Hunters  Point  unit 
2  and  3  (94  MW  each)  are  not  currently  in  service.  Hunters  Point  unit  2  and  Potrero  units  4.  5  and 
6  (50  MW  each)  are  peaking  units;  that  is,  they  operate  when  demand  is  high.  In  1 999,  the  Potrero 
Power  plant  produced  654,374  MWh  of  electricity.  The  Energy  Commission  does  not  have  data 
for  Bay  View  and  University  of  San  Francisco  power  plants. 

The  Independent  Systems  Operator  (ISO)  forecasts  that  in  2001  peak  demand  in  San  Francisco 
will  be  1007  MWs.  If  the  Hunters  Point  plant  were  closed,  the  current  Potrero  Power  plant  and  the 
small  University  of  San  Francisco  plant  combined  with  the  transmission  facilities  730  MW 
capacity,  could  produce  1091  MWs.  Based  on  these  assumptions,  San  Francisco  could  meet  108% 
of  the  forecasted  2001  peak  demand,  assuming  no  power  plant  or  transmission  line  problems.4 
However,  a  determination  of  San  Francisco's  future  energy  generation  needs  requires  further 
analysis,  which  would  include  the  potential  for  renewable  energy  sources  (solar,  wind,  biomass) 
and  energy  efficiency  programs.-  The  Mayor  has  declared  a  city  wide  energy  reduction  goal  of 
10%  and  amendments  to  the  building  code  are  in  progress  to  reduce  the  energy  demand  of  new 
construction  projects.  If  these  efforts  are  successful,  the  electricity  demand  in  10  years  could  be 
10-20%  lower  than  projected,  according  to  SF  Department  of  Environment  staff. 

Power  Plant  Licensing  Process 

Since  1975,  the  Energy  Commission  has  had  statutory  authority  to  license  natural  gas  and  nuclear 
power  plants  of  50  megawatts  or  more  in  California  (Warren-Alquist  Act,  Public  Code  Section 
25000  et  seq.).  The  Energy  Commission  returns  standard  permitting  authority  to  localities 
throughout  the  licensing  process.  However,  the  Energy  Commission  preempts  local  permitting 
authority  for  power  plants 
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LEGISLATIVE  ANALYST  REPORT 

TO:  HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
FROM:  Gabriel  Cabrera,  Legislative  Analyst 

Elaine  Forbes,  Legislative  Analyst 
DATE:  March  13,  2001 

SUBJECT:  THE  COMMUNITY  COURTS  MODEL  AND  FEASIBILITY  OF 
IMPLEMENTATION  IN  SAN  FRANCISCO 

SUMMARY 

Summary  of  Requested  Action 

On  December  4,  2001  the  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst 
report  on  the  community  courts  system,  feasibility  for  its  implementation  in  San  Francisco,  and 
benchmarks  of  existing  courts  in  San  Francisco  and  similarly  sized  cities. 

Executive  Summary 

Community  courts  are  an  alternative  to  traditional  criminal  court  case  processing  of  misdemeanor 
crimes  and  infractions  (also  referred  to  as  "quality-of-life"  offenses).1  While  components  and 
implementation  of  community  courts  vary,  these  courts  typically  design  a  program  of  community 
service  and  social  service  treatment  for  low-level,  quality-of-life  offenses.  Community  court  sentences 
are  intended  to  help  restore  neighborhoods  through  community  service  projects  and  to  rehabilitate 
defendants  through  social  service  programs.  The  concept  is  growing  in  popularity:  the  first  community 
court  opened  in  1993,  currently  12  are  operating  nationwide  with  12  more  planned.  A  community  court 
already  exists  in  San  Francisco.  However,  this  court  varies  significantly  from  other  community  courts. 

This  report  examines  community  courts  in  three  cities:  New  York  City;  Portland,  Oregon;  and  Austin. 
Texas.  All  three  courts  have  data  that  demonstrates  their  effectiveness  at  addressing  recidivism  and 
rehabilitating  both  victims  and  offenders.  Whether  a  community  court  system,  like  those  surveyed  in 
report,  is  appropriate  for  San  Francisco  is  a  policy  decision.  Factors  include  community  needs  and 
values  and  the  availability  of  resources.  Proponents  of  community  courts  in  San  Francisco  include  some 
merchant  and  neighborhood  Adopt- A-Block  groups,  and  the  Mayor's  Office  of  Neighborhood  Sen  ices, 
while  opponents  include  the  San  Francisco  Coalition  on  Homelessness  and  the  Lindesmith  Center-Drug 
Policy  Foundation.  The  concerns  of  these  groups  are  discussed  in  this  report.  If  San  Francisco's  various 
communities  agree  that  community  courts  are  a  better  alternative  to  traditional  case  processing  of 
quality-of-life  offenses,  then  the  City  may  choose  from  among  the  various  community  courts  structures 
and/or  add  new  features  to  create  a  community  court  system  that  reflects  the  City's  particular  needs  and 
values. 

Background 
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Community  Courts 

Community  courts  are  part  of  a  movement  to  shift  the  focus  of  the  criminal  justice  system,  in  particular 
its  handling  of  quality-of-life  crimes  such  as  minor  drug  possession,  prostitution,  shoplifting,  and 
disorderly  conduct,  from  traditional  criminal  court  case  processing  to  community-based  restoration. 
Community-based  restoration  refers  to  the  sentencing  of  offenders  to  community  service,  preferably  to 
compensate  the  neighborhood  where  the  crime  occurred,  and  offering  defendants  help  through  social 
services.  This  movement  began  in  the  1980's  with  community  policing,  followed  by  community  courts, 
community  prosecution,  and  other  such  initiatives  in  the  1990's.  While  the  specifics  of  programs  vary, 
certain  premises  remain  constant:  (1)  that  traditional  courts  focus  resources  on  serious  crime  and  devote 
insufficient  attention  to  quality-of-life  offenses;  (2)  that  quality-of-life  offenses  may  lead  to  more  serious 
crime,  which  causes  social  and  economic  problems  in  neighborhoods  where  crime  occurs,  therefore, 
sentences  should  include  community  service;  (3)  that  offenders  should  have  the  opportunity  for 
rehabilitation;  and  (4)  that  community  members  have  a  stake  in  the  production  of  effective  justice  and 
accordingly  have  a  role  to  play  in  shaping  the  justice  system. 

Midtown  Community  Court  in  New  York  City,  established  in  1993,  is  the  first  community  court  in  the 
United  States.  According  to  Eric  Lee  from  the  Center  for  Court  Innovation2,  1 2  community  courts 
currently  operate  nationwide  in  Connecticut,  Delaware,  Florida,  Georgia,  Minnesota,  New  York. 
Oregon,  Tennessee,  and  Texas.  New  York  City  and  Portland  both  have  two  courts  and  plan  to  open  a 
third  in  2001.  San  Francisco's  Community  Court  (discussed  below)  varies  significantly  from  the  12 
community  courts  nationwide.  Thirteen  other  jurisdictions,  including  Oakland  and  San  Diego. 
California,  plan  to  establish  community  courts  in  the  near  future,  according  to  Mr.  Lee. 

While  these  12  courts  share  basic  components,  they  are  tailored  to  satisfy  the  particular  needs  and  values 
of  the  communities  they  serve.  These  community  court  models  vary  as  follows3: 

•  Area  of  Jurisdiction  and  Court  Location.  Community  courts  may  be  centralized  (located  downtown) 
or  decentralized  (located  in  neighborhoods).  Most  courts  have  case  specific  jurisdiction  (all  quality-of- 
life  offenses)  and  geographic  jurisdiction  (eligible  crimes  that  occur  within  the  court's  geographic 
boundaries,  or  catchment  area).  For  example,  some  courts  are  located  in  a  neighborhood  and  have 
jurisdiction  over  quality-of-life  crimes  that  occur  within  the  neighborhood.  Others  courts  may  be  located 
within  the  traditional,  centrally  located  court  and  hear  eligible  cases  that  occur  within  either  a  particular 
neighborhood  or  throughout  the  entire  city. 

•  Administration.  Judges  administer  community  courts.  Some  courts  have  a  full-time  judge,  while 
others  use  a  part-time  judge.  Most  courts  use  the  same  judge  to  promote  familiarity  with  repeat 
offenders  and  neighborhood  concerns.  Intake  and  court  coordinators  provide  judges  with  information 
about  defendants'  individual  circumstances.  This  information  aids  judges  to  shape  sentences.  Also, 
judges  collaborate  with  community  residents  (in  some  form  of  advisory  council)  to  select  community 
restoration  projects. 

•  Procedures.  Most  community  courts  require  defendants  to  plead  guilty  to  the  charges  at  arraignment4 
or  enter  into  a  deferment  of  judgment  agreement  without  entering  a  guilty  plea.  Typically,  community 
courts  do  not  offer  trials  or  determine  guilt  or  innocence  of  defendants.  If  a  defendant  pleads  not  guilty 
at  arraignment,  he/she  is  sent  to  a  traditional  court.  Some  community  courts  arraign  cases,  while  others 
process  cases  referred  after  arraignment  by  the  traditional  court  (please  refer  to  Attachment  1 .  Midtown 
Case  Flow  Summary). 

•  Types  of  Crimes.  Community  courts  process  a  range  of  crimes  that  comprise  quality-of-life  offenses. 
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The  most  typical  offenses  processed  are  theft  (e.g.,  shoplifting  and  theft  of  services  including  transit 
fares),  prostitution,  low-level  drug  possession  and  sales,  unlicensed  vending  and  disorderly  conduct. 
While  most  community  courts  hear  only  misdemeanor  and  infraction  criminal  cases,  others  consider  the 
lowest  level  felonies,  juvenile  delinquency  and  housing  code  violations. 

•  Sentences.  Community  court  sentences  may  include  traditional  sentences  including  incarceration. 
However,  the  most  typical  sentence  is  community  service,  which  ranges  from  a  few  hours  to  several 
days  of  service.  Some  courts  impose  social  service  sanctions,  which  require  defendants  to  participate  in 
various  social  service  programs,  such  as  alcohol  and  drug  treatment  as  part  of  the  court  sentence.  Other 
courts  provide  social  services  at  the  option  of  the  offender. 

•  Availability  of  Social  Services.  Community  courts  vary  from  referring  offenders  to  social  services  to 
providing  the  social  services,  such  as  drug  treatment,  counseling,  and  assistance  with  entitlements  (such 
as  general  assistance  and  social  security),  on  site. 

•  Enforcement  and  Followup.  Generally,  community  courts  emphasize  enforcement  of  community 
service  sanctions  and  tracking  offender  progress  in  social  service  programs,  in  order  to  break  the  cycle 
in  which  offenders  commit  another  crime  and  reenter  the  court  system.  Some  courts  use  computer 
programs,  in  which  community  service  work  supervisors  and  social  service  providers  enter  information 
about  the  defendant's  progress  for  the  judge's  review.  Privacy  safeguards  would  need  to  be  considered  in 
implementing  such  a  system.  Other  courts  have  continuing  progress  interviews  between  the  judge  and 
the  defendant  during  the  period  when  the  defendant  participates  in  social  service  sanctions,  such  as  drug 
treatment.  Most  community  courts  graduate  sanctions,  meaning  that  reoccurrence  and/or  non- 
compliance with  sanctions  results  in  harsher  sanctions.  If  a  defendant  fails  to  appear  for  community 
service  and  to  respond  to  correspondence  from  the  court,  some  courts  will  issue  bench  warrants,  w  hich 
are  enforced  and  can  result  in  incarceration. 

Current  Law  and  Practice 

San  Francisco 

In  the  late  1990's,  San  Francisco  merged  its  superior  and  municipal  courts  into  a  single  unified  court 
system  in  accordance  with  Proposition  220.  Within  this  system,  there  are  3  juvenile  courts.  3 
traffic/infraction  courts,  5  family  courts,  20  criminal  courts  and  33  civil  courts,  a  total  of  64  courts. 
These  courts  are  presided  over  by  either  a  judge  or  a  commissioner.5  According  to  Gordon  Park-Li.  the 
Court's  Chief  Executive  Officer,  49  judges  and  15  commissioners  currently  work  in  San  Francisco.  Mr. 
Park-Li  estimates  that  the  total  annual  cost  to  operate  this  court  system  is  about  $62.5  million.  Its 
funding  sources  include  $55  million  from  the  State  Trial  Court  Fund  and  $7.5  million  from  the  City  and 
County  of  San  Francisco  General  Fund. 

According  to  the  Judicial  Council  of  California,  in  FY  1998-99  (the  latest  year  of  available  data),  there 
were  148,090  criminal  filings6  in  San  Francisco.  Therefore,  criminal  filings  per  court  (i.e..  court 
caseload)  averaged  about  6,440  (based  on  20  criminal  courts  plus  3  traffic/infraction  courts  and  148.090 
filings  in  FY  1998-99).  However,  this  figure  is  probably  conservatively  low  because,  according  to  the 
Judicial  Council,  the  total  number  of  felony  filings  (i.e.,  the  number  of  defendants  charged  with  a 
felony)  exclude  "certified  pleas  and  informations"  filed  in  pre-unification  superior  courts. 

Separate  from  this  unified  court  system,  the  City  operates  the  San  Francisco  Community  Court.  This 
court  offers  an  alternative  to  traditional  criminal  court  processing  of  adult  offenders  charged  with 
misdemeanor  crimes  and  infractions,  including  but  not  limited  to,  petty  gambling,  graffiti,  littering, 
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shoplifting,  assault/battery  and  lesser  drug  violations.  The  purpose  of  the  court  is  to  discourage  quality- 
of-life  violations  by  authorizing  a  judge  arbitrator7,  in  consultation  with  a  citizen  panel,  to  sanction 
offenders  with  fines  and/or  community  service.  Currently,  this  court  operates  in  two  San  Francisco 
neighborhoods:  Bayview  and  Oceanview-Merced  Ingleside  (OMI).  Hearings  in  the  Bayview  are  held  at 
City  College  of  San  Francisco  at  1400  Evans  Avenue,  and  the  OMI  hearings  are  held  at  the  Temple 
United  Methodist  Church,  located  at  1 1 1 1  Juniper  Serra  Boulevard  (please  refer  to  Attachment  2,  San 
Francisco  Community  Court  Case  Flow  Summary).  The  City  operates  or  supports  other  alternative-to- 
incarceration  programs,  including  but  not  limited  to  the  Sheriffs  Work  Alternative  Program  (SWAP), 
juvenile  drug  court  or  "YTEC"  (Youth  Treatment  and  Education  Court),  and  adult  drug  court  or  "the 
Court  of  HOPE"  (Helping  to  Overcome  Problems  Early). 

It  is  important  to  note  that  San  Francisco's  Community  Court  varies  significantly  from  community 
courts  nationwide.  First,  in  San  Francisco  a  judge  arbitrator,  rather  than  a  judge,  administers  the  court. 
Second,  drug  treatment  services  are  not  directly  available  to  offenders  through  Community  Court,  as  is 
the  case  in  other  jurisdictions.  Instead  the  San  Francisco  Pre-Trial  Diversion  Project  (a  non-profit 
organization  which  directs  community  service  for  the  District  Attorney's  Office)  assesses  and  refers 
Community  Court  participants  to  drug  treatment  in  the  community.  The  Diversion  Project  also  refers 
participants  to  mental  health  services,  anger  management  classes  and  adult  education  programs  in  the 
community.  Third,  failure  to  complete  community  service  or  pay  restitution  does  not  result  in  increased 
sanctions.  Instead,  the  case  is  automatically  referred  to  the  traditional  court  process.  Finally,  offenders 
are  not  brought  back  to  Community  Court  for  progress  checks,  as  is  the  case  in  the  other  jurisdictions. 

The  Misdemeanor  Intake  Division  (the  Division)  of  the  District  Attorney's  Office  determines  whether  a 
case  is  eligible  for  Community  Court.  Eligibility  depends,  among  other  factors,  on  the  type  of  offense 
and  the  likelihood  of  its  resolution  in  Community  Court.  If  eligible,  the  Division  refers  the  case  to 
California  Community  Dispute  Services  (CCDS),  a  non-profit  organization,  which  arranges  a 
Community  Court  hearing.  According  to  Thorn  Bateman  of  CCDS,  the  court  processes  approximately 
1,200  quality-of-life  violations  each  year.  These  cases  would,  otherwise,  have  been  processed  through 
the  traditional  court  system. 

If  determined  ineligible,  the  Division:  (1)  files  criminal  charges  against  the  offender,  (2)  retains  the  case 
for  further  investigation,  or  (3)  dismisses  the  case.  The  Division  does  not  maintain  statistics  regarding 
the  number  of  cases  falling  into  each  of  these  categories  and,  therefore,  cannot  estimate  the  total  number 
of  cases  that  could  potentially  be  diverted  from  traditional  court  to  Community  Court.  However,  Mr. 
Bateman  estimates  that  throughout  the  City,  about  60,000  misdemeanor  crimes  and  infractions  may  be 
eligible  for  diversion  to  Community  Court  each  year.  However,  Judith  Garvey  of  the  Division  believes 
that  this  figure  is  most  likely  overestimated  because  only  crimes  committed  in  the  areas  where  the  court 
operates  are  eligible  for  Community  Court,  and  offenders  must  meet  eligibility  criteria  for  diversion 
through  the  Pretrial  Diversion  Project. 

Will  Leong  of  the  Pre-Trial  Diversion  Project  advises  that  Community  Court  participants  are  more 
to  complete  community  service  than  offenders  referred  from  the  traditional  court  system  for  community 
service.  According  to  Mr.  Leong,  this  is  because  Community  Court  participants  typically  have  shorter 
community  service  sentences,  and  Pre-Trial  Diversion  Project  staff  are  present  at  community  court 
hearings,  while  they  are  not  always  present  at  traditional  sentencing  proceedings. 

While  detailed  figures  are  not  available,  it  appears  to  cost  less  to  process  an  offender  through 
Community  Court  than  the  traditional  court  system.  Average  cost  through  traditional  court  is  about  $422 
(based  on  a  budget  of  $62.5  million  and  148,090  criminal  filings  in  FY  1998-99).  According  to  Mr. 
Bateman,  the  cost  to  process  an  offender  through  Community  Court  is  about  $75.  The  cost  of  processing 
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offenders,  however,  may  not  be  the  most  appropriate  factor  for  determining  whether  the  City  should 
expand  the  current  Community  Court  and/or  adopt  a  new  model.  For  example,  the  existing  Community 
Court  provides  other  benefits  including,  but  not  limited  to,  victim  restitution  and  community  restoration. 

Analysis/  Findings 

Other  Jurisdictions 

New  York,  New  York 

The  Midtown  Court,  which  opened  in  1993  after  a  two-year  planning  process,  is  a  neighborhood-based 
court  that  serves  the  commercial  district  and  residential  areas  of  Midtown  Manhattan.  Midtown  arraigns 
misdemeanor  and  violation  offenses8  that  occur  in  the  area  where  the  court  operates  and  disposes  of 
cases  in  which  a  guilty  plea  was  entered  at  arraignment.  A  judge  administers  the  Midtown  Court,  w  hich 
operates  Monday  through  Friday.  The  court  arraigns  approximately  15,000  and  disposes  of 
approximately  12,000  cases  each  year. 

Midtown  processes  a  range  of  criminal  cases,  from  fare  beating  and  illegal  vending  to  drug  possession. 
The  breakdown  of  cases  disposed  from  1993-1996  was:  theft  of  services  (e.g.,  transit  fares)  (35%), 
unlicensed  vending  (17%),  petty  larceny  (16%),  prostitution  (11%),  low-level  drug  possession  and  sales 
(7%),  and  other  misdemeanor  offenses  (14%).  Most  defendants  are  sentenced  to  community  service 
(63%)  and  social  service  sanctions  (24%).9  The  judge  crafts  sentences  using  a  software  application  that 
includes  detailed  information  about  the  defendant,  such  as  drug  use,  mental  health,  housing,  and 
education  and  employment  histories.  Depending  on  the  circumstances,  the  judge  will  combine 
community  service  with  treatment  sanctions.  For  example,  the  judge  may  sentence  offenders  who  have  a 
documented  history  of  crime  and  drug  abuse  to  long  term  drug  treatment. 10 

Sentence  compliance  is  carefully  monitored.  A  software  application  allows  the  judge,  case  managers, 
and  police  officers  to  track  the  defendant's  progress.  Additionally,  social  services  are  provided  on-site, 
including  drug  treatment,  health  care  courses  (such  as  a  health  education  class  for  prostitutes  and 
"johns"),  housing  assistance  and  job  training.  Services  are  available  on  a  voluntary  basis  to  offenders, 
and  to  the  entire  community. 

The  community  is  strongly  involved  at  the  Midtown  Community  Court.  Community  residents  and 
business  representatives  choose  community  service  projects;  the  community  advisory  board  reviews 
court  operations  and  results;  the  community  conditions  panel  keeps  the  court  abreast  of  local  problems: 
and  community  members  meet  face-to-face  with  offenders  and  discuss  the  effect  of  their  behavior  on  the 
community. 

Costs  and  Outcomes  -  The  Midtown  Court  is  among  the  best  funded  and  most  thoroughly  evaluated 
community  courts  in  the  nation.  The  cost  of  the  coordinating  staff,  who  manage  programs  and  services 
(excluding  the  judge,  attorneys,  and  probation  staff),  is  $1.2  million  per  year,  approximately  SI  00  per 
case  disposed.  During  the  18-month  pilot  phase  (October  1993  -  April  1995),  funding  came  from  the 
federal  Department  of  Health  and  Human  Services,  the  state  court  system,  the  National  Institute  of 
Justice,  the  State  Justice  Institute,  the  City  of  New  York  and  33  private  foundations  and  corporate 
sponsors.1!  Since  April  1995,  the  State  Court  System  and  the  City  of  New  York  have  funded  Midtown. 

The  Midtown  Community  Court  pilot  has  been  documented  both  in  an  independent  evaluation  by  the 
National  Center  for  State  Courts  and  in  publications  of  the  US  Department  of  Justice.  The  former 
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evaluation  found  that  Midtown's  compliance  rate  for  community  service  was  75%,  the  highest  in  the 
city,  compared  to  48%,  the  average  compliance  rate  citywide.  Offenders  performing  community  service 
were  found  to  contribute  the  equivalent  of  $175,000  of  labor  to  the  community  each  year.  The 
evaluation  found  that  in  conjunction  with  aggressive  law  enforcement  and  economic  development 
efforts,  the  court  has  had  an  impact  on  neighborhood  crime:  prostitution  arrests  dropped  56%  and  illegal 
vending  was  down  24%.  Additionally,  according  to  Bridget  Regan  from  CCI,  court  data  shows  that  16% 
of  defendants  return  voluntarily  to  use  services  offered  at  the  court. 

Portland,  Oregon 

Two  community  courts  currently  operate  in  Portland,  Oregon.  A  third  court  is  planned  to  open  in  March 
of  2001.  The  North/Northeast  Community  Court  has  been  operating  since  March  1998.  The  Southeast 
Court  opened  in  February  2000.  A  judge  administers  community  court  sessions,  which  are  held  weekly 
at  local  community  centers.  The  courts  process  misdemeanor  and  infraction  offenses  that  occur  w  ithin 
their  respective  catchment  areas,  which  follow  police  precinct  boundaries.  Cases  arraigned  include 
misdemeanors  and  person-to-person  matters1^  such  as  assault  of  a  public  safety  officer,  child  neglect, 
harassment,  and  stalking,  and  exclude  misdemeanors  where  the  offender  is  taken  into  custody,  domestic 
violence  and  offenders  who  are  registered  sex  offenders.  Four  crimes  make  up  92%  of  cases: 
Theft/Shoplifting  (52%),  Drug  or  Prostitution  Free  Zone  Trespass  (22%),  Prostitution  (13%).  and 
alcohol-related  offenses  (5%). 

Defendants  arrested  on  misdemeanor  or  violation  charges  within  the  community  courts'  catchment  areas 
are  arraigned,  and  those  who  plead  guilty  receive  a  sentence  with  community  service  and  social  service 
components.  The  courts,  combined,  arraign  approximately  1 ,700  and  dispose  of  1 ,200  cases  per  year.  A 
public  defender  is  present  at  each  court  session,  and  staff  from  social  service  agencies  are  available  on- 
site  to  refer  defendants  to  services.  — 

Community  involvement  played  a  key  role  in  the  development  and  administration  of  the  courts.  The 
community  courts  grew  out  of  a  Neighborhood  District  Attorney  program,  which  started  in  1 990.  The 
Neighborhood  District  Attorney  program  exposed  widespread  resident  concerns  about  inattention  to 
low-level  quality-of-life  offenses.  After  visiting  the  Midtown  Community  Court  in  1994,  Portland 
District  Attorney,  Michael  Schrunk  felt  the  community  court  model  offered  a  solution  to  community 
concerns.  Both  community  courts  have  a  Citizen  Advisory  Committee,  made  up  of  neighborhood 
residents  and  local  government  agency  staff.  The  Committees  are  charged  with  identify  ing  community 
priorities,  assisting  in  developing  sentencing  guidelines,  and  suggesting  community  service  projects. 
According  to  Judy  Phelan,  Assistant  to  the  District  Attorney,  over  time  the  judge  has  come  to  rely  on 
and  solicit  the  advice  of  the  Citizen  Advisory  Committee. 

Costs  and  Outcomes  -  The  North/Northeast  and  Southeast  community  courts  operate  on  $253,000  and 
$225,000  budget  annually,  respectively.  —  Per  capita  costs  are  approximately  $352  at  the 
North/Northeast  court  and  $250  at  the  Southeast  court  per  filing.  Funding  sources  are  one-half  state  and 
local  and  one-half  federal  grants.  The  Portland  courts  are  relatively  new  and  have  not  yet  been  formally 
evaluated.  Some  results  have  been  documented,  however.  For  example,  through  August  3 1 .  2000. 
offenders  performing  community  service  contributed  the  equivalent  of  $54,444  of  labor  to  the 
community  and  offenders  have  a  74%  rate  of  successful  completion  of  sanctions,  compared  to  the  61% 
average  citywide. 

Austin,  Texas 

The  Downtown  Austin  Community  court,  opened  in  October  1999,  is  a  central,  downtown-based 
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community  court  that  processes  quality-of-life  cases  that  occur  within  the  downtown  Austin  area. 
Defendants  agree  to  participate  in  community  court  by  signing  a  deferral  of  judgment  agreement  and 
entering  a  no  contest  plea.  This  allows  the  judgment  to  be  deferred  until  the  end  of  the  agreement,  and 
thus  allows  defendants  to  avoid  the  offense  appearing  on  their  criminal  record  if  they  successfully 
complete  the  conditions  of  the  deferral  agreement.  The  community  court  operates  Monday  through 
Friday  in  the  Austin  Municipal  Court  complex.  The  court  is  administered  by  a  full-time  judge  and  has 
disposed  of  more  than  4,000  cases  in  its  first  seven  months. 

The  court  processes  petty  crimes,  such  as  public  intoxication  and  panhandling,  which  are  perceived  as 
contributors  to  blight  in  downtown  Austin.  Deferral  agreements  are  most  typically  community  service 
combined  with  social  service  sanctions.  According  to  the  Court's  judge,  Elisabeth  Earle,  the  court 
bridges  the  gap  between  the  court,  social  service  agencies,  law  enforcement  and  the  community,  w  hich 
allows  the  community  court  to  protect  the  community's  quality  of  life  in  a  proactive  manner.  The  judge, 
working  with  a  resource  coordinator,  crafts  rehabilitation  plans  that  include  a  range  of  social  services, 
from  acupuncture  detoxification,  to  peer  counseling,  day  and  residential  treatment  for  substance  abuse, 
and  mental  health  counseling.  The  community  court,  in  collaboration  with  other  city  agencies,  also  helps 
offenders  reenter  the  work  force.  Social  services  are  coordinated  by  court-based  social  workers.  Deferral 
agreements  are  enforced;  if  the  offender  fails  to  comply,  a  warrant  is  immediately  issued  for  the 
defendant's  arrest  and  he/she  is  brought  back  to  community  court  to  explain  the  reason(s)  for  non- 
compliance. Depending  on  the  circumstances,  the  defendant  may  have  a  harsher  sentence  issued  by  the 
court. 

Costs  and  Outcomes  -  The  cost  of  Downtown  Austin  Community  court  is  $71 1,1 16  to  process 
approximately  5,500  cases  annually,  about  $130  per  case.  While  no  formal  evaluation  has  been 
conducted,  according  to  Downtown  Austin  Community  court  data,  over  80  -  90%  of  defendants  comply 
with  the  community  service  component  of  the  deferral  agreement.  Additionally,  according  to  Ronnie 
Earle,  Travis  County  District  Attorney,  the  court's  approach  of  graduated  community  and  social  services 
sanctions  is  addressing  blight  in  downtown  Austin,  and  the  recidivism  and  drug  dependency  of  quality- 
of-life  offenders.  11 

Feasibility  of  Implementing  Community  Court(s)  in  San  Francisco 

In  determining  whether  a  community  court(s)  program  is  appropriate  for  San  Francisco,  the  Board  of 
Supervisors  may  want  to  consider  the  following  issues: 

•  Community  interest.  Community  courts  grow  out  of  concern  and  frustration  about  the  way  the 
criminal  justice  system  processes  quality-of-life  offenses.  The  Board  may  commission  an  assessment  to 
determine  public  satisfaction  with  the  current  court  system  as  well  as  interest  in  the  community  court 
concept.  Such  an  assessment  would  likely  include  (1)  focus  groups;  (2)  surveys  of  stakeholders 
including  merchants,  residents,  offenders  and  their  advocates;  and  (3)  data  gathering  and  analysis.  There 
are  already  a  number  of  individuals  and  organizations  that  support  the  idea  of  a  community  court  in  San 
Francisco.  These  groups  include  certain  merchant  and  neighborhood  Adopt-A-Block  groups,  the 
Mayor's  Office  of  Neighborhood  Services,  and  the  Center  for  Court  Innovation.  According  to  these 
groups,  community  courts  help  defendants  address  problems  that  often  lead  to  criminal  behavior.  They 
also  assert  that  community  courts  provide  other  benefits,  including  victim  restitution  and  community 
restoration. 

•  The  planning  process.  The  community  courts  planning  process  is  complex.  It  involves  fund  raising, 
obtaining  support  and  participation  within  and  outside  of  the  criminal  justice  system,  and  coordination 
among  agencies  and  personnel  that  may  have  differing,  and  long-established  policies  and  procedures.  In 
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particular,  obtaining  judicial  and  administrative  support  to  focus  more  attention  and  resources  on  low- 
level  matters  has  proven  difficult  for  most  of  the  courts  surveyed  for  this  report.  Also,  bringing 
community  residents  and  social  service  providers  into  the  courts'  decision-making  structure  has  taken 
time  and  effort.  Nonetheless,  in  Oregon  and  New  York  traditional  courts  have  been  increasingly 
supportive  of  community  courts,  once  established,  and  collaborative  relationships  among  social  services, 
community  residents,  and  other  stakeholders,  have  been  expanded  and  integrated  into  the  courts  staffing 
and  administration. 

•  The  planning  process  for  eleven  of  the  twelve  community  courts  nationwide  averaged  two  years.  In 
most  cases,  an  influential  stakeholder,  such  as  the  district  attorney,  spearheaded  the  planning  process. 16 
More  than  half  of  the  courts  hired  a  full  time  coordinator  during  the  planning  period.  San  Francisco 
would  need  to  identify  the  persons  and  the  resources  needed  for  the  planning  process.  The  Mayor's 
Criminal  Justice  Council  (MCJC)  secures  state  and  federal  funding  for  different  criminal  justice 
programs,  such  as  the  adult  drug  court,  the  community  court  initiative,  and  the  neighborhood  crime 
prevention  program.  MCJC  might  offer  coordinating  and  funding  support  to  enhance,  or  develop  new . 
community  courts. 

•  Designing  the  right  community  court(s)  for  the  City.  An  effective  community  court  is  responsive  to 
community  concerns,  helps  to  restore  neighborhoods,  provides  treatment  to  offenders,  and  uses  methods 
that  reflect  the  values  of  various  communities.  Bringing  a  wide  range  of  stakeholders  to  the  table  early, 
including  residents,  merchants,  social  service  providers,  beat  cops,  the  defense  bar,17  and  public  interest 
advocates  is  the  first  step  to  ensure  that  the  court(s)  reflect  multiple  values  and  concerns. 

•  Location  of  the  Court.  Court  goals,  available  resources  and  space  requirements  all  shape  location  of 
the  court(s).  For  example,  the  court  may  need  a  holding  cell  and  the  ability  to  transport  defendants. 
While  locating  within  the  service  neighborhood  is  optimum  in  terms  of  community  accessibility, 
community  courts  have  developed  various  location  solutions  including  operating  within  a  centralized 
courthouse  and  conducting  community  court  activities  such  as  community  service,  social  services,  and 
community  meetings  in  the  neighborhoods. 

•  Due  process.  Local  public  interest  groups,  including  the  Coalition  on  Homelessness  and  The 
Lindesmith  Center,  believe  that  community  courts  violate  due  process  rights  because,  in  their  view, 
community  courts  are  more  concerned  with  sentencing  an  individual  to  community  service  than 
determining  whether  he/she  actually  committed  a  crime.  Most  community  courts  are  designed  to 
sentence  and  monitor  defendants,  not  to  determine  guilt  or  innocence.  However,  generally,  for  a 
defendant  to  take  part  in  the  community  court  process,  he/she  must  plead  guilty,  sign  a  deferment  of 
judgment,  or  a  consent  order.  Due  process  issues  are  legal  matters  more  appropriately  addressed  by 
attorneys. 

•  Scope  and  Case  Diversion.  Local  advocacy  groups  are  concerned  that  focusing  attention  on  quality - 
of-life  violations,  which  are  disproportionately  committed  by  homeless  and  mentally  ill  persons  due  to 
their  circumstances,  will  criminalize  homelessness  and  mental  illness.  Additionally,  opponents  are 
concerned  that  community  courts  may  create  incentives  for  police  to  ticket  individuals  to  get  them  off 
the  streets  or  into  social  service  programs. 

•  While  community  courts  do  focus  attention  on  quality-of-life  offenses,  some  courts  divert  cases  that 
would  have  been  processed  through  the  traditional  system;  others  also  process  a  new  range  of  previously 
ignored  offenses.  Diverting  cases  that  would  otherwise  be  processed  through  the  traditional  system 
would  allow  community  courts  to  craft  sentences  that  combine  community  restoration  with  help  for  the 
offender,  and  move  away  from  the  two  traditional  extremes  for  theses  types  of  offenses:  time  served  and 
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jail  time.  Processing  a  new  range  of  offenses,  including  necessity  of  life  offenses  such  as  public  urination 
and  loitering,  may,  however,  put  into  the  court  system  persons  who  might  be  better  served  by  social 
services,  health  services  or  other  resources.  The  existing  12  community  courts,  in  coordination  with 
local  law  enforcement,  have  all  specified  which  crimes  to  include  in  their  purview,  based  on  the 
concerns  of  the  communities  they  serve.  San  Francisco  court  planners,  through  a  communit\  process, 
could  determine  the  range  and  scope  of  cases  to  process  that  best  reflect  the  values  in  the  City. 

•  Proposition  36.  The  overlap  between  Proposition  36-mandated  probation  and  drug  treatment  and 
community  courts  is  unclear.  Certain  elements  of  effective  Proposition  36  implementation,  including 
close  collaboration  among  criminal  justice  agencies,  drug  treatment  agencies  and  education,  social  and 
health  service  providers,  as  well  as  sentence  enforcement  and  monitoring,  mirror  key  components  of 
successful  community  courts  nationwide.  Nonetheless,  diverting  Proposition  36  eligible  defendants  to 
community  courts  is  problematic  for  two  reasons.  First,  Community  courts  typically  process 
misdemeanor  and  infraction  cases,  whereas  most  Proposition  36-eligible  cases  will  be  felonies.  Second, 
diverting  all  Proposition  36-eligible  offenders  to  community  courts  for  arraignment  could  be 
problematic  because  Proposition  36  eligibility  is  determined  at  conviction,  whereas  community  courts 
eligibility  is  typically  determined  by  the  nature  of  the  charges. II 

Conclusion 

In  addressing  quality-of-life  offenses,  community  courts  appear  to  be  more  effective  than  traditional 
courts  at  addressing  recidivism  and  rehabilitating  both  victims  (the  neighborhood)  and  offenders. 
However,  developing  community  courts  is  a  complex  undertaking.  While  a  number  of  San  Francisco 
citizens  and  officials  are  supportive  of  establishing  a  community  court(s),  as  demonstrated  by  the  pilot 
community  courts  and  expressed  in  conversations  with  criminal  justice  officials,  others,  including  the 
Coalition  on  Homelessness  and  the  Lindesmith  Center,  have  expressed  concern  regarding  issues  of  due 
process  and  criminalization  of  mental  illness  and  homelessness.  Whether  a  community  court  program  is 
appropriate  for  the  City  is  a  policy  decision.  Factors  include  community  needs,  values,  and  available 
resources.  If  San  Francisco's  various  communities  believe  that  combining  community  service  sanctions 
with  rehabilitation  is  a  superior  solution  to  addressing  quality-of-life  offenses  than  the  current  system, 
the  City  has  an  opportunity  to  choose  among  the  various  community  courts  structures  and/or  add  new 
features  to  build  a  community  court  system  that  reflects  the  City's  particular  needs  and  values. 

1  Based  upon  review  of  community  courts  nationwide,  it  appears  that  each  court  develops  an  individual 
definition  for  the  term  quality-of-life  offense.  The  most  typical  offenses  processed  are  theft,  prostitution, 
low-level  drug  possession  and  sales,  unlicensed  vending  and  disorderly  conduct. 

_  CCI  is  an  independent  research  and  development  arm  of  the  New  York  State  Unified  Court  System. 

1  Information  gathered  by  phone  conversation  with  Eric  Lee,  Deputy  Director.  Center  for  Court 
Innovation  and  from  US  Department  of  Justice,  Office  of  Justice  Programs,  Bureau  of  Justice 
Assistance.  March  2000.  "Community  Courts:  An  Evolving  Model" . 

-  Arraignment  is  when  the  defendant  enters  a  plea. 

_  A  subordinate  judicial  officer  employed  by  a  court,  who  performs  judicial  or  quasi-judicial  duties 
assigned  to  him  or  her  by  a  court. 

-  Filings  refer  to  the  number  of  defendants  against  whom  criminal  charges  have  been  filed. 
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1 A  judge  arbitrator  is  a  person  chosen  to  settle  the  issue  between  parties  engaged  in  a  dispute  or 
controversy.  To  become  a  judge  arbitrator  for  San  Francisco's  Community  Courts,  individuals  must 
apply  to  the  Community  Court  Advisory  Committee  and  attend  training. 

?  Violation  offenses  in  New  York  are  equivalent  to  infractions  in  California. 

—  Center  for  Court  Innovation,  Staff  Project.  1998.  "The  Midtown  Community  Court  Experiment" 

1°  Offenders  are  more  typically  mandated  to  a  four-day  treatment  readiness  program  rather  than  long- 
term  treatment  with  the  goal  that  the  person  will  voluntarily  enroll  in  long-term  treatment,  which 
Midtown  coordinates  with  local  treatment  service  providers. 

11  Currently,  foundation  and  corporation  funding  is  program  specific. 

—  Most  person-to-person  matters  are  disposed  of  downtown. 

11  The  Courts  offer  referrals  to  social  services  for  low-income  health  insurance,  housing,  employment 
counseling,  GED  courses,  emergency  food,  shelter  and  clothing,  alcohol,  drug,  and  mental  health 
evaluation,  parenting  skills,  disability  services,  prostitution  alternatives,  and  Spanish  and  Russian- 
language  services. 

—  This  does  not  include  in-kind  services  and  donations. 

11 A  survey  conducted  by  court  planners  in  Austin  found  that  55%  of  those  arrested  for  disorderly 
conduct  had  been  arrested  before.  Planners  also  found  that  56%  of  those  committing  quality-of-life 
offenses  reported  suffering  from  drug  or  alcohol  addiction. 

—  Initiative  leaders  of  community  courts  nationwide  included  district  attorneys  (5  cases),  local  court 
administrators  (4  cases),  and/or  collaboration  between  the  Mayor's  Office  and  the  Countywide  Justice 
Commission  (2  cases). 

12  Active  bar  members  who  are  defense  attorneys. 

—  For  example,  if  a  person  is  charged  with  burglary  and  illegal  drug  possession,  and  plea  negotiations 
eliminate  the  burglary  allegation,  or  if  at  trial  the  offender  is  acquitted  of  the  burglary  charge  but  found 
guilty  of  the  drug  charge,  that  offender  is  Proposition  36  eligible.  See  Opatrny.  Dennis.  "Frequently 
Asked  Question  About  Prop  36,"  The  Recorder,  December  14,  2000. 
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LEGISLATIVE  ANALYST  REPORT 

TO:  HONORABLE  MEMBERS  OF  THE  BOARD  OF  SUPERVISORS 
FROM:  Gabe  Cabrera,  Legislative  Analyst 

HEARING  DATE:  March  20,  2001  -  Economic  Vitality,  Small  Business  &  Social  Policy  Committee 
FILE  NO:  010348  [Money  Wire  Transfer  Service] 
SUBJECT:  MONEY  WIRE  FEES 
SUMMARY  OF  REQUESTED  ACTION 

Motion  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to  survey  other  cities,  counties  and 
jurisdictions  about  legislation  that  they  have  enacted  regarding  reasonable  surcharge  rates  for  wire 
transfer  services,  such  as  those  provided  by  Western  Union  and  MoneyGram. 

EXECUTIVE  SUMMARY 

Currently,  there  are  regulations  in  both  the  California  Financial  Code  and  United  States  Code  regarding 
international  money  transfers.  Our  office  was  advised  of  these  regulations  by  the  San  Francisco  City 
Attorney's  Office.  We  found  that  except  for  the  City  of  Chicago,  none  of  the  10  local  jurisdictions 
surveyed  in  this  report  have  passed  or  attempted  to  pass  legislation  limiting  money  transfer  fees.  We 
also  found  that  legislation  regarding  money  transfers  is  currently  pending  before  the  California 
Legislature  and  the  U.S.  Congress.  However,  only  State  Assembly  Bill  2420  would  place  restrictions  on 
the  amount  of  fees  charged  by  international  money  transmitters.  Representatives  from  a  number  of 
foreign  consulates  believe  that  opening  branches  of  foreign  banks  in  San  Francisco  may  help  to  facilitate 
the  transfer  of  money  abroad  and  reduce  its  associated  costs.  We  also  found  that  there  exists  an 
alternative  approach  to  transferring  money  abroad  through  IRnet  credit  unions.  Finally,  although  the 
settlement  by  Western  Union,  MoneyGram  and  Orlandi  Valuta  does  not  include  a  provision  for  reducing 
fees,  it  may  still  benefit  customers  in  the  future  by  providing  them  with  previously  undisclosed 
rate  information. 

BACKGROUND 

San  Francisco  has  a  large  and  diverse  immigrant  population.  Data  from  the  1990  U.S.  Census  estimates 
the  number  of  foreign-born  individuals  living  in  San  Francisco  at  246,034.  Many  of  these  immigrants 
are  concerned  with  the  financial  plight  of  people  in  their  countries  of  origin.  However,  some  immigrants 
are  not  familiar  with  the  financial  systems  of  this  country,  and  due  to  language  barriers  and  other 
obstacles,  they  do  not  have  access  to  entities  like  banks  and  credit  unions  offering  money  transmission 
services.  As  an  alternative  to  banks  and  credit  unions,  many  of  these  immigrants  use  money  transmitters 
such  as  Western  Union  and  MoneyGram  to  "wire"  money  back  to  their  country  of  origin.  According  to  a 
recent  study!,  these  two  companies  dominate  the  market  in  the  U.S.,  with  97  percent  of  money 
transmissions  to  other  countries  in  1996.  A  number  of  smaller  businesses  play  a  niche  role  focusing  on 
specific  immigrant  groups. 
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According  to  the  California  Department  of  Financial  Institutions  (DFI),  there  are  currently  52  licensed 
transmitters  of  money  abroad  (including  Western  Union  and  MoneyGram)  in  California  with  about 
12,000  retail  outlets.  DFI  officials  estimate  that  24  of  these  52  licensees  operate  in  San  Francisco. 
During  1999,  there  were  approximately  8.7  million  money  transmission  transactions  (statewide)  to  other 
countries  that  totaled  over  $3 . 1  billion. 

The  previously  mentioned  study  found  that  money  transmitters  generally  charge  a  fee  equivalent  to  10 
percent  of  the  amount  of  money  sent.  Typically,  fees  also  depend  on  the  destination  of  the  money 
transmission.  For  example,  Western  Union  charges  $27  to  send  $300  to  Mexico.  MoneyGram  offers 
three  types  of  services  to  Mexico  and  charges  between  $10  and  $20  to  send  up  to  $300. 2  Many 
customers  contend  that  fees  charged  by  money  transmitters  are  exorbitant  and  concealed  or  abstruse.  For 
instance,  in  addition  to  fees  applicable  to  each  transaction,  money  transmitters  may  recover  revenue  on 
the  difference  between  the  exchange  rate  given  to  customers  and  the  exchange  rate  that  they  receive. 

CURRENT  LAW 

Chapter  14  of  the  California  Financial  Code  provides  for  the  regulation  and  licensing  by  the  DFI 
Commissioner  of  persons  engaging  in  the  business  of  receiving  money  for  the  purpose  of  transmitting  it 
abroad  (Sections  1800-1827).  DFI  does  not  currently  regulate  fees  for  transmitting  money  abroad. 

Title  3 1  of  the  United  States  Code  requires  persons  who  own  or  control  a  business  transmitting  money 
within  the  U.S.  or  abroad  to  register  the  business  with  the  Secretary  of  the  Treasury  Department  (Section 
5330).  This  section  specifies  that  it  must  not  be  construed  as  superseding  any  requirement  of  state  laws 
relating  to  money  transmitting  businesses.  This  section  does  not  currently  regulate  fees  for  transmitting 
money  abroad.  The  City  Attorney's  Office  advises  that  money  transmitters,  like  Western  Union  and 
MoneyGram,  may  be  subject  to  additional  federal  and  State  regulations.3 

POLICY  ANALYSIS/ISSUES  ANALYSIS 

A.  Legislation  in  Other  Municipalities 

Our  office  surveyed  10  local  jurisdictions  regarding  whether  or  not  they  had  passed  or  attempted  to  pass 
legislation  limiting  money  transfer  fees.  These  jurisdictions  included  3  cities  in  California:  San  Diego. 
San  Jose  and  Los  Angeles;  3  cities  in  Texas:  Dallas,  Houston  and  San  Antonio;  and  4  cities  in  various 
other  states:  Miami,  Florida;  Santa  Fe,  New  Mexico;  New  York,  New  York;  and  Chicago,  Illinois. 

Of  the  jurisdictions  surveyed,  only  Chicago  has  attempted  to  pass  legislation  limiting  money  transfer 
fees.  In  1998,  the  Finance  Committee  of  Chicago's  City  Council  passed  an  ordinance  which  would  have 
limited,  to  5  percent,  the  amount  of  fees  that  businesses  charge  for  converting  money  from  U.S.  dollars 
to  another  currency.  This  ordinance  would  also  have  required  businesses  to  post  signs  in  English  and 
Spanish  warning  customers  that  in  addition  to  fees  applicable  to  each  transaction,  a  conversion  fee  is 
being  deducted  from  the  money  they  are  transferring.  However,  this  ordinance  did  not  receive  approval 
from  the  full  City  Council.  The  Council  instead  passed  an  ordinance  requiring  businesses  to  post  signs  in 
English,  Spanish  and  Polish  warning  customers  that  conversion  fees  are  deducted  (Municipal  Code, 
Title  8,  Section  8-4-321).  Any  person  who  violates  this  section  is  subject  to  a  fine  or  incarceration  or 
both.  Attachment  I  to  this  report  is  a  copy  of  this  ordinance. 

B.  State  Legislation 

During  the  1999-2000  session  of  the  California  Legislature,  Assemblyman  Tom  Calderon  (D-Los 
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Angeles)  introduced  Assembly  Bill  (AB)  143  to  impose  additional  disclosure  requirements  on 
businesses  that  transmit  money  abroad.  This  bill  has  not  yet  been  approved.  It  is  presently  awaiting 
passage  in  the  Senate  Committee  on  Finance,  Investment  and  International  Trade. 

Currently,  Section  1815  of  the  State  Financial  Code  requires  businesses  to  provide  customers  with  a 
receipt  for  each  transaction.  This  receipt  must  contain  certain  disclosures  regarding  fees  and  exchange 
rates.  Attachment  II  to  this  report  contains  a  list  of  these  disclosures.  Among  other  provisions.  AB  1 43 
would  require  businesses  to  provide  customers  with  written  disclosures  regarding  fees  and  exchange 
rates  prior  to  the  time  that  the  customer  pays  for  the  transaction.  Businesses  are  not  currently  required 
to  provide  this  type  of  pre-payment  disclosure.  Attachment  III  to  this  report  contains  a  list  of  the 
proposed  AB  143  disclosures. 

Assemblyman  Marco  Firebaugh  (D-Los  Angeles)  introduced  similar  legislation,  AB  2420,  during  the 
1999-2000  legislative  session.  Among  other  provisions,  this  bill  would  impose  additional  disclosure 
requirements  on  businesses  that  transmit  money  abroad.  Attachment  IV  to  this  report  contains  a  list  of 
the  proposed  AB  2420  disclosures.  Unlike  AB  143,  this  bill  would  prohibit  any  charge  to  a  customer 
other  than  the  rate  spread!  and  the  licensee's  commission  and  fees.  This  bill  has  not  yet  been  approved. 
It  is  presently  awaiting  passage  in  the  Senate  Committee  on  Rules. 

C.  Federal  Legislation 

During  the  106th  Congress,  U.S.  Representative  Luis  Gutierrez  (D-Illinois)  introduced  H.R.  3726, 
otherwise  known  as  the  Wire  Transfer  Fairness  and  Disclosure  Act  of  1999.  This  bill  would  amend  the 
federal  Electronic  Fund  Transfer  Act  to  require  a  financial  institution  or  business  that  transmits  money 
abroad  to  disclose  prominently  on  its  premises  and  on  its  forms  and  receipts:  (1)  the  exchange  rate  used 
in  the  transaction;  (2)  the  exchange  rate  prevailing  at  a  major  financial  center  of  the  pertinent  foreign 
country  as  of  close  of  business  on  the  business  day  immediately  preceding  the  transaction  date;  and  1 3  ) 
all  fees  and  commissions  charged  in  such  transaction. 

This  bill  would  require  such  information  to  be  included  in  the  print,  broadcast  and  electronic 
advertisements.  This  information  must  be  in  English  and  in  the  same  language  as  principally  used  by  the 
institution  or  money  transmitter  to  advertise,  solicit  or  negotiate  at  that  office.  This  bill  has  not  yet  been 
approved.  It  is  currently  awaiting  passage  in  the  House  Subcommittee  on  Financial  Institutions  and 
Consumer  Credit. 

D.  Foreign  Consulates  in  San  Francisco 

Our  office  surveyed  a  number  of  foreign  consulates  in  San  Francisco  regarding  money  transfer  fees. 
These  included  the  consulates  of  El  Salvador,  Guatemala,  Mexico  and  Nicaragua.  Generally,  consulate 
representatives  expressed  concern  that  companies,  such  as  Western  Union  and  Money  Gram,  charge  too 
much  to  transmit  money  to  their  respective  countries.  Representatives  from  Guatemala.  Mexico  and 
Nicaragua  suggested  that  opening  branches  of  foreign  banks  in  San  Francisco  could  help  to  facilitate  the 
transfer  of  money  abroad  and  reduce  its  related  costs.  The  Salvadoran  consulate  advises  that  Banco 
Agricola,  an  El  Salvador-based  bank  located  in  the  City's  Mission  District,  transmits  money  to  El 
Salvador  at  a  lower  cost  than  most  money  transmitters.  According  to  bank  officials,  individuals  may 
send  any  amount  of  money  to  El  Salvador  for  a  flat  fee  of  $9  without  hidden  exchange  rate  costs. 

E.  International  Remittance  Network  (IRnet) 

IRnet  is  an  alternative  method  for  transmitting  money  within  the  U.S.  and  abroad  through  credit  unions. 
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This  service  is  a  product  of  the  Vigo  Remittance  Corporation  and  the  World  Council  of  Credit  Unions 
(WOCCU).  The  WOCCU  is  an  international  trade  and  development  organization  operating  in  92 
countries.  According  to  advertisements,  members  of  participating  credit  unions  may  send  up  to  SI  .000 
abroad  for  a  flat  fee  of  $10.  The  recipient  does  not  have  to  be  a  member  of  the  paying  credit  union.  I  he 
first  IRnet  transfer  from  California  occurred  recently  in  April  9,  1999.  The  Heritage  Credit  Union  in 
Sacramento  transferred  funds  to  the  Caja  Popular  Mexicana  in  Purandiro,  Michoacan,  Mexico. 

F.  Litigation 

In  late  1997  and  early  1998,  state  lawsuits  were  filed  in  California  and  Texas  and  a  federal  lawsuit  was 
filed  in  Illinois  on  behalf  of  persons  who  used  Western  Union,  MoneyGram  and  Orlandi  Valuta  to 
transfer  money  from  the  United  States  to  Mexico.  The  litigants  charged  that  these  companies  failed  to 
disclose  the  difference  between  the  foreign  exchange  rate  that  they  charge  to  customers  and  the  foreign 
exchange  rate  that  they  pay  for  Mexican  pesos.  This  difference  is  an  additional  profit  on  the  transaction 
that  is  not  disclosed  by  the  companies  at  the  time  of  the  transfer.  The  litigants  charged  that  failure  to 
disclose  this  information  constituted  fraud  and  false  advertising. 

A  settlement  resolving  all  of  these  lawsuits  was  approved  December  21,  2000  by  a  federal  judge  in 
Illinois.  The  key  settlement  terms  include:  (1)  injunctive  relief  requiring  that  the  defendants  disclose  on 
customer  receipts  that  they  recover  revenue  on  the  difference  between  the  exchange  rate  given  to 
customers  and  the  exchange  rate  that  they  receive;  (2)  all  price-related  advertising  must  disclose  not 
only  the  service  charge  but  also  the  exchange  rate  for  each  transaction;  (3)  discount  coupons  (worth  an 
estimated  $375  million)  for  class  members  who  transferred  money  to  Mexico  between  January  1987  and 
August  1999;  (4)  establishment  of  a  $4.63  million  charitable  fund  for  organizations  servicing  Mexican 
or  Mexican-American  causes;  and  (5)  a  media  campaign  advising  class  members  of  the  settlement  and 
coupon  program. 

CONCLUSION 

After  a  review  of  the  literature  and  based  on  our  survey  of  10  local  jurisdictions,  it  appears  that  no  U.S. 
municipality  has  passed  legislation  that  regulates  money  wire  fees.  However,  as  noted  above,  the  City  of 
Chicago  has  passed  an  ordinance  requiring  businesses  to  post  signs  that  warn  customers  that  in  addition 
to  fees  applicable  to  each  transaction,  conversion  fees  are  being  deducted  from  the  money  they  are 
transferring.  Finally,  if  the  proposed  legislation  pending  before  the  California  Legislature  and  U.S. 
Congress  are  approved,  persons  who  use  money  transmission  services  in  San  Francisco  may  benefit 
from  greater  disclosure  of  fees  and  exchange  rate  information. 

I  Coopers  and  Lybrand,  LLP.  1997.  Non-Bank  Financial  Institutions:  A  Study  of  Five  Sectors  for  the 
Financial  Crimes  Enforcement  Network. 

?  Orozco,  Manuel.  2000.  "Remittances  and  Markets:  New  Players  and  Practices."  Washington.  DC. 
InterAmerican  Dialogue  and  the  Tomas  Rivera  Policy  Institute. 

_  The  City  Attorney's  Office  also  advises  that  banks  and  check  cashing  businesses  that  transmit  money 
abroad  are  subject  to  other  federal  and  State  regulations. 

_  As  defined  in  AB  2420,  the  rate  spread  refers  to  the  difference  between  the  wholesale  exchange  rate 
and  the  retail  exchange  rate. 


http://www.ci.sf.ca.us/bdsupvrs/leganalyst/reports/010348.htm 
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SUMMARY 


SUMMARY  OF  REQUEST 


Your  office  asked  the  Office  of  the  Legislative  Analyst  (OLA),  to  research  issues  related  to  mold  and  mildew  ir 
City  subsidized  rental  housing,  particularly  in  regard  to  legislation,  measurement/testing,  noticing  and  penalties 
for  non  compliance.  Subsequently,  you  added  concerns  about  mold  and  mildew  in  San  Francisco  schools. 

EXECUTIVE  SUMMARY 

Public  concern  about  the  adverse  health  effects  of  mold  and  mildew  has  grown,  particularly  in  regard  to  its 
potential  role  as  a  trigger  of  allergies  and  asthma.  While  acknowledged  as  a  health  hazard  in  the  scientific 
community  and  government,  unlike  lead  and  asbestos  there  are  no  codified  government  regulations  or  protocols 
for  classification,  identification  or  management  of  mold.  Government,  the  insurance  sector  and  building  owner 
have  not  acknowledged  the  problem  at  the  same  level  as  the  scientific  community,  to  date.  Federal  and/or  state 
regulations  for  addressing  mold/mildew  could  establish  consistency  and  a  framework  for  local  action. 

Various  agencies  and  departments  are  involved  in  this  issue,  at  the  federal,  state  and  local  level.  While  there  is 
interaction  amongst  them,  there  does  not  appear  to  be  optimum  coordination  at  this  time,  including  among  City 
agencies.  It  seems  that  agencies  would  be  willing  to  work  together  and,  to  that  end,  delineation  of 
responsibilities  and  standardized  procedures  would  be  helpful.  Uniform  implementation  of  regulations,  clear 
articulation  of  requirements,  and  standard  information  and  instructions  for  tenants,  would  probably  increase 
effectiveness  of  mold  prevention  and  abatement  in  City  subsidized  housing.  Programs  such  as  the  City  Rent 
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Escrow  Account  Program  may  be  adaptable  for  mold/mildew  in  rental  housing.1  A  number  of  bills  related  to 
mold  have  been  introduced  in  the  state  legislature.  At  this  point  in  time,  programs  in  the  San  Francisco  Unified 
School  District  to  address  mold  and  mildew  are  relatively  efficient  and  effective,  due  in  large  part  to  the 
Environmental  Protection  Agency  (EPA)  Tools  for  Schools  program. 

According  to  a  report  on  asthma  and  indoor  air  quality,  by  the  Institute  of  Medicine  of  the  National  Academy  of 
Sciences3,  there  is  sufficient  evidence  to  support  mold  as  an  asthma  trigger,  although  there  is  not  conclusive 
evidence  that  it  can  cause  asthma.  The  report  states  that  "poor  and  inner  city  residents  are  vulnerable 
populations  for  asthma  development,  morbidity  and  mortality.  .  .  .  Although  some  research  on  interventions  has 
been  directed  at  these  populations,  some  of  the  strategies  tried  may  not  be  practical  to  implement  unless  the 
subjects  are  part  of  an  organized  protocol  providing  guidance  and  funds.  Further,  individuals  living  in  public  or 
rental  housing,  or  in  multifamily  units,  may  not  have  control  over  parts  of  their  indoor  environment  that  would 
be  desirable  to  modify,  such  as  carpeting,  excessive  moisture,  and  comprehensive  pest  management."  According 
to  the  report,  "better  communication  between  medical,  public  health,  behavioral  science,  engineering  and 
building  professionals  is  likely  to  result  in  more  informed  studies  on  the  causes  of  asthma  and  the  means  to  limit 
problematic  exposures." 

ANALYSIS/FINDINGS 

BACKGROUND 

Molds  (fungi)  are  present  everywhere,  indoors  and  outdoors,  and  serve  an  important,  positive  role  by  helping  to 
break  down  organic  matter.3  There  are  more  than  100,000  species  of  mold;  at  least  1,000  species  are  common  in 
the  U.S.  Some  of  the  most  common  molds  are  species  of  Cladosporium,  Penicillium,  and  Aspergillus.  Most 
molds  require  water  or  dampness;  indoors  they  are  most  commonly  found  in  bathrooms  and  basements,  or 
where  there  is  a  structural  problem  of  water  intrusion,  or  leaking  fixtures.  Contaminated  ventilation  systems 
may  contribute  to  the  distribution  of  mold.  Removing  the  source  of  moisture,  such  as  through  repairs  or 
dehumidification  including  proper  ventilation,  is  critical  to  preventing  mold  growth. 

Humans  are  typically  exposed  when  molds  are  disturbed,  releasing  spores  into  the  air.  Environmental  molds 
(for  example,  small  amounts  on  a  window  frame  or  on  grout  between  tiles  in  a  shower)  are  generally  not 
hazardous  to  healthy  persons.  People  with  asthma,  hay  fever  or  other  allergies,  or  with  weakened  immune 
systems  are  more  likely  to  respond  to  mold.  Studies  have  not  determined  what  amount  or  concentration  of  mold 
is  "safe"  or  "unsafe".  The  most  common  symptoms  in  those  exposed  and  with  mold  sensitivity,  are  running 
nose,  eye  irritation,  cough,  congestion  and  aggravation  of  asthma.  Additional,  more  serious  health  problems 
may  be  associated  with  specific  molds  and  specific  environmental  and  occupational  contexts;  these  are  rare  and 
usually  occur  with  exposure  to  large  amounts  of  mold.  According  to  state  Department  of  Health  Services  staff, 


1  Under  REAP,  tenants  in  a  building  which  has  been  cited  by  the  City  for  unsafe  lead  levels  may  put  their  rent  into  an  escrow  account 
administered  by  the  Department  of  Public  Health.  Funds  from  the  REAP  account  are  then  used  to  abate  the  lead  in  the  building. 

2  Under  REAP,  tenants  in  a  building  which  has  been  cited  by  the  City  for  unsafe  lead  levels  may  put  their  rent  into  an  escrow  account 
administered  by  the  Department  of  Public  Health.  Funds  from  the  REAP  account  are  then  used  to  abate  the  lead  in  the  building. 

3  Committee  on  the  Assessment  of  Asthma  and  Indoor  Air,  Division  of  Health  Promotion  and  Disease  Prevention,  Institute  of 
Medicine,  National  Academy  Press,  Clearing  the  Air,  Asthma  and  Indoor  Air  Exposures;  Washington,  D.  C,  January  2000. 

4  Centers  for  Disease  Control  and  Prevention,  National  Center  for  Environmental  Health,  Questions  and  Answers  on  Stachybotrys 
chartarum  and  other  molds;  March  9,2000. 
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persons  with  severely  weakened  immune  systems  (for  example,  bone  marrow  transplants,  advanced  HIV 
disease)  may  develop  fatal  fungal  infections. 

Stachybotrys  chartamm  (SC),  (also  known  as  Stachybotrys  atra,  or  SA),  is  one  mold  associated  with  health 
effects  in  people.  SC  is  a  greenish-black  mold  that  can  grow  on  materials  with  a  high  cellulose  content  (such  as 
drywall  sheetrock,  dropped  ceiling  tiles,  and  wood)  that  become  chronically  moist  or  water-damaged,  due  to 
excessive  humidity,  water  leaks,  condensation,  or  flooding.  SC  is  a  relatively  uncommon  mold  and  often  occurs 
in  combination  with  other  species.  SC  spores  do  not  become  easily  airborne;  therefore,  contamination  of  indoor 
air  by  SC  is  unusual.  Many  molds  are  black  in  appearance  (for  example,  the  black  mold  commonly  found 
between  bathroom  tiles)  but  are  not  SC.  Typically,  indoor  air  levels  of  SC  are  low,  and  therefore  not  generally 
hazardous.  However,  as  with  other  molds,  at  higher  concentrations  health  effects  can  occur,  including  cold  like 
symptoms,  rashes,  sinus  congestion,  eye  irritation,  and  aggravation  of  asthma.  Some  related  symptoms  are  more 
general,  such  as  inability  to  concentrate  and  fatigue.  Usually,  symptoms  disappear  after  the  contamination  is 
removed. 

As  noted,  the  recent  Institute  of  Medicine  report  found  there  is  sufficient  evidence  to  support  mold  as  an  asthma 
trigger,  although  there  is  not  conclusive  evidence  that  it  can  cause  asthma.  The  report  calls  for  more  research, 
and  there  has  been  an  upsurge  in  research  along  with  increased  community  interest  in  indoor  mold.  There  is 
controversy  in  the  scientific  community  about  links  between  SC  and  pulmonary  hemosiderosis,  a  very  rare 
condition  that  causes  lung  bleeding  in  infants  generally  less  than  six  months  old.  One  study  has  linked  SC  with 
pulmonary  hemosiderosis.  In  that  study,  SC  was  found  in  highly  contaminated  dwellings  where  the  infants  were 
continually  exposed.  The  scientific  basis  for  a  causal  link  in  this  study  has  been  challenged,  including  by  the 
Centers  for  Disease  Control. 

The  New  York  City  (NYC)  Department  of  Health  publishes  Facts  About  Mold  and  Guidelines  on  Assessment 
and  Remediation  of  Fungi  in  Indoor  Environments,  nationally  recognized  voluntary  protocols.5  Regarding 
abatement,  according  to  the  NYC  protocols,  mold  should  be  cleaned  as  soon  as  it  appears,  by  persons  free  of 
symptoms  or  allergies.  Small  areas  of  mold  should  be  cleaned  using  a  detergent/soapy  solution  or  an 
appropriate  household  cleaner;  the  protocols  include  specific  direction,  and  advise  that  sponges  or  rags  used  to 
clean  mold  be  disposed  of.  (See  www. ci.nyc.ny.us/html/doh/html/epi/epimold. html.)  If  mold  returns  quickly  or 
spreads,  it  may  indicate  an  underlying  problem  such  as  a  leak.  Any  underlying  water  problems  must  be  fixed  to 
successfully  eliminate  mold  problems.  If  mold  contamination  is  extensive,  a  professional  abatement  company 
may  need  to  be  consulted. 

The  NYC  Health  Department  advises  that  anyone  with  symptoms  they  suspect  are  caused  by  mold  exposure  to 
see  a  physician.  The  department  advises  people  to  keep  in  mind  that  many  symptoms  associated  with  mold 
exposure  may  also  be  caused  by  many  other  illnesses.  Concerned  person  should  tell  their  physician  about  the 
symptoms  and  about  when,  how,  and  for  how  long  they  think  they  or  their  children  were  exposed. 


New  York  City  Health  Department,  Environmental  and  Occupational  Disease  Epidemiology,  Facts  About  Mold;  February  2001 , 
and  Guidelines;  November  2000. 
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CURRENT  LAW  AND  PRACTICE 

Federal,  State  and  Local  Regulations 
Federal 

There  are  currently  no  codified  federal  standards  regarding  mold  and  mildew.  According  to  the  Centers  for 
Disease  Control  (CDC),  "there  are  very  few  case  reports  that  toxic  molds  (those  containing  certain  mycotoxins) 
inside  homes  can  cause  unique  or  rare,  health  conditions  such  as  pulmonary  hemorrhage  or  memory  loss.  These 
case  reports  are  rare,  and  a  causal  link  between  the  presence  of  the  toxic  mold  and  these 
conditions  has  not  been  proven.  In  summary,  Stachybotrys  chartarum  {Stachbotrys  atra)  and  other  molds  may 
cause  health  symptoms  that  are  nonspecific.  At  present  there  is  no  test  that  proves  an  association  between 
Stachybotrys  chartarum  {Stachybotrys  atra)  and  particular  health  symptoms.  Individuals  with  persistent 
symptoms  should  see  their  physician.  However  if  Stachybotrys  chartarum  {Stachbotrys  atra)  or  other  molds  are 
found  in  a  building,  prudent  practice  recommends  that  they  be  removed  using  the  simplest  and  most  expedient 
method  that  properly  and  safely  removes  mold"6 

According  to  Environmental  Protection  (EPA)  staff,  there  is  a  federal  interagency  working  group  on  Indoor  Air 
Quality  (IAQ).  The  National  Housing  Act  of  1937  mandates  decent,  safe  and  sanitary  housing.  The  EPA 
Healthy  Homes  program  does  not  address  mold  per  se  or  provide  a  standard(s).  A  joint  effort  among  doctors, 
social  economists,  and  housing  providers/operators  could  push  for  a  federal  standard(s)  that  would  trigger 
reasonable  accommodation  under  the  Fair  Housing  Act  of  1968,  amended  1988. 

In  April  2001,  EPA  published  Mold  Remediation  in  Schools  and  Commercial  Buildings.  This  document 
presents  guidelines  for  the  remediation/cleanup  of  mold  and  moisture  problems  in  schools  and  commercial 
buildings;  these  guidelines  include  measures  designed  to  protect  the  health  of  building  occupants  and 
remediators  and  have  been  designed  primarily  for  building  managers,  custodians,  and  others  who  are 
responsible  for  commercial  building  and  school  maintenance,  and  should  serve  as  a  reference  for  potential 
mold  and  moisture  remediators.  Federal  Standards  or  Threshold  Limit  values  (TLVs)  for  airborne 
concentrations  of  mold,  or  mold  spores,  have  not  been  set.  There  are  no  EPA  regulations  or  standards  for 
airborne  mold  contaminants. 

State 

California  does  not  have  regulations  regarding  mold  in  buildings,  such  as  measurement  and  mitigation 
standards,  because  standards  or  action  levels  that  are  scientifically  valid  are  lacking.  As  noted,  molds  are 
ubiquitous  and  there  are  few  standard  measures  of  exposure  and  effect.  According  to  DHS  staff,  there  is 
sufficient  scientific  information  to  know  that  particularly  large  amounts  of  mold  can  be  hazardous  to  health, 
which  brings  the  issue  into  the  public  health  and  policy  development  arena.  There  is  general  consensus  in  the 
scientific  community  and  the  California  Department  of  Health  Services  (DHS)  has  stated,  that  visible  mold 


6  Centers  for  Disease  Control  and  Prevention,  National  Center  for  Environmental  Health,  Questions  and  Answers  on  Stachybotrys 
chartarum  and  Other  Molds;  March  9,  2000. 

City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Rofcm  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


DRAFT  -SUBJECT  TO  REVISION 


5 


growth  is  potentially  a  health  hazard.6  At  the  same  time,  there  is  tremendous  variation  in  individual 
susceptibility  to  health  effects.  The  DHS  has  a  general  policy  on  mold  7  and  recommends  methodologies  for 
clean  up  of  mold  in  interior  spaces. 

In  summary,  where  mold  can  be  seen  or  smelled,  it  should  be  removed  and  underlying  conditions  creating 
moisture  should  be  resolved.  The  DHS  supports  the  NYC  protocols  for  removal  of  fungi,  which  address 
removal  procedures  based  on  ascending  size  of  visible  mold  growth.  The  DHS  does  not  recommend 
environmental  sampling  and  testing  as  first  steps  to  determine  if  there  is  a  mold  problem. 

San  Francisco  Health  and  Building  Code  Regulations 

Locally,  San  Francisco  Building  and  Health  Codes  include  sections  related  to  safe  and  sanitary  conditions  for 
building  occupants,  which  encompass  mold  and  mildew  and  provide  for  remedies  (abatement  and  enforcement) 
These  codes  provide  for  minimum  standards  for  ventilation  and  maintenance  of  all  habitable  rooms  including 
kitchens  and  bathrooms. 

The  Health  Code  currently  allows  DPH  to  issue  a  notice  of  violation  to  the  building  owner  to  abate  a  nuisance, 
and  the  process  has  been  used  for  mold.  (§  94  and  §§'s  95-97.5)  The  City  must  give  written  notice  and  a 
reasonable  amount  of  time  to  correct  (usually  about  seven  days).  After  that  period,  DPH  can  issue  a  notice  to 
appear  at  an  abatement  hearing.  If  that  fails,  DPH  can  send  a  letter  requiring  the  owner  to  correct  or  the  matter 
will  go  to  the  City  Attorney.  The  code  provides  for  penalties,  which  are  relatively  small  and  for  liens  on  the 
property  to  recover  costs  to  the  City.  These  procedures  are  under  Code  sections  relating  to  nuisances,  including 
mold  and  mildew. 

Revisions  to  the  entire  Health  Code  have  been  drafted,  including  amendments  which  codify  existing  DPH  polic 
that  indoor  mold  growth  constitutes  a  nuisance,  and  specifically  referencing  mold  in  the  nuisance  sections.  The 
proposed  amendments  would  strengthen  enforcement  of  abatement  of  nuisances  including  mold/mildew.  These 
changes  to  the  code  are  found  in  proposed  new  Section  581(a)  and  (b)(6),  regarding  nuisances,  and  in  new 
Sections  596  (a)  -  (g)(2),  regarding  enforcement. 

New  Section  581,  Nuisance  Prohibited,  subsection  (a),  states,  "No  Person  shall  have  upon  any  premises  or  real 
property  owned,  occupied  or  controlled  by  him,  or  her,  or  it  any  public  nuisance.  Section  581,  subsection  (b) 
identifies  public  nuisances  including  (6),  "any  visible  or  otherwise  demonstrable  growth  of  mold  or  mildew  in 
the  interiors  of  any  residential  properties,  and  commercial  or  industrial  buildings  and  facilities."  New  Section 
596  addresses  remedies  related  to  nuisances  including  hearings,  liens,  and  so  on,  giving  more  clear  power  to  the 
environmental  health  unit  to  enforce,  and  providing  clearer  enforcement  procedures 

If  there  is  a  structural  fault  such  as  a  continuous  leak  from  plumbing  or  wet  sheet  rock,  or  a  leaking  roof,  the  life 
safety  codes,  primarily  the  Building  Code,  apply  under  general  nuisance  provisions,  some  of  which  refer  to 
mildew  and  dampness  specifically  or  by  inference  (§§'s  505,  602,  703,  1001b(13),  1301-1306).  The  Building 
Code  provides  for  abatement  procedures  and  penalties  for  violations,  including  notice  of  violation  (with 
approximately  7-30  days  to  abate);  if  that  fails,  a  public  hearing  and  order  of  abatement  is  recorded  against  the 
property  owner's  title,  with  the  owner  becoming  liable  for  inspectors'  and  clerical  support  time  spent;  if  that 

6  Sandy  McNeel,  California  Department  of  Health  Services;  telephone  communication;  March  20,  2000. 
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fails  the  case  can  go  to  the  City  Attorney  who  may  pursue  a  complaint  and  injunction  process  and  ask  for 
penalties.  In  addition,  DBI  can  issue  infraction  citations  for  non  compliance  with  the  Code  and  charge  $271  per 
violation.  As  with  the  Health  Code,  these  procedures  and  penalties  fall  within  code  sections  that  address  many 
nuisances,  including  mold.  Relevant  code  sections  relate  to  sanitation  (§505(h)  and  (I));  waterproofing; 
foundation  ventilation  (§602);  weather  protection  (§703),  as  well  as  general  nuisance  sections  of  the  code  (§§'s 
1001,  1301).  Action  to  identify  mold  specifically  -  rather  than  by  inference  —  to  Housing  Code  section  1001 
was  opposed  by  the  Code  Advisory  Committee,  so  the  reference  is  by  inference  in  section  1001  B  (13).  Only 
the  State  may  define  substandard  housing  for  housing  code  purposes;  that  is,  localities  may  not  do  so.8 

It  is  important  to  distinguish  the  responsibilities  of  the  DPH  and  DBI.  The  Health  Code  does  not  address 
underlying  structural/building  conditions  which  lead  to  the  moisture  that  supports  mold  growth,  and  DBI  does 
not  address  the  health  component  of  mold.  DBI  housing  inspection  staff  address  mold  generated  due  to 
construction  or  deteriorated  condition  of  buildings  such  as  when  moisture  gets  into  a  building  from  between 
walls,  leaking  roofs,  or  siding,  or  when  there  is  a  lack  of  proper  ventilation  including  in  attics  and  basements,  or 
non  working  windows.  DBI  may  write  up  mold/mildew  when  related  to  a  structural  defect.  On  inspection,  DBI 
inspectors  may  also  offer  advice  to  building  occupants  to  avoid  mold. 

The  Housing  Inspection  division  of  DBI  has  moisture  meters  which  measure  ambient  air  moisture.  These 
meters  can  indicate  ventilation  problems.  (See  the  discussion  of  Monterey  County,  below,  for  a  discussion  of 
moisture  meters  which  measure  moisture  within  walls,  and  other  materials.) 

Older  buildings  with  conditions  conducive  to  mold  growth  may  be  legal,  non  conforming  structures.  For 
example,  in  the  1960's  buildings  were  not  required  to  meet  current  insulation  requirements  and  DBI  cannot 
require  abatement  in  cases  where  a  building  was  constructed  according  to  codes  in  effect  at  the  time. 

ISSUES 

Testing 

Visible  mold  can  be  bulk  sampled  and  tested  for  the  presence  of  various  kinds  of  molds,  by  a  laboratory 
specializing  in  microbiology.  Although  the  procedure  is  expensive,  relative  concentrations  of  indoor  and 
outdoor  airborne  spores  can  be  measured.  While  higher  concentrations  are  generally  expected  outdoors  than 
indoors,  the  interpretation  of  such  testing  is  not  straightforward.  The  lack  of  established  standards,  varying 
sensitivities  to  the  effects  of  molds,  and  day-to-day  and  seasonal  variations  in  the  concentrations  of  airborne 
spores  further  challenge  interpretation  of  tests.  Dust  mites,  which  are  promoted  by  moisture,  may  also  confound 
the  relationship  between  mold  and  health.  While  bulk  sampling  of  visible  mold  is  easier,  it  is  redundant 
because  the  mold  is  already  visible;  and  toxic  molds  may  be  odorless  and  "hidden"  completely  within  wall 
cavities  or  above  ceilings.  Overall,  while  testing  is  possible,  such  measures  cannot  reliably  predict  health 
effects  and,  thus,  have  limited  utility.  Therefore,  according  to  the  NYC  Health  Department  and  other  sources 
consulted,  it  is  more  important  to  get  rid  of  the  observable  mold  and  mitigate  conditions  that  produce  moisture 
than  to  try  to  test  for  the  presence  of  mold.  That  is,  the  most  effective  way  to  treat  mold  is  to  correct  underlying 
water  damage,  clean  the  affected  area,  and  prevent  mold/mildew  from  forming. 


8  Laurence  Kornfield,  Chief  Building  Inspector,  Department  of  Building  Inspection;  telephone  communication;  December  6,  2000. 
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Testing  becomes  an  option  in  major  cases,  especially  those  supported  by  physician  reports  supporting  mold  as  a 
potential  cause  of  tenant  health  problems.  Testing  could  also  be  utilized  in  research  studies,  to  evaluate  the 
relationship  between  an  unusual  disease  cluster  in  a  group  of  people  and  conditions  in  the  home. 

Within  the  last  year,  or  so,  Monterey  County  has  implemented  an  inspection  and  enforcement  policy  regarding 
moldy  rental  residences.  It  includes  sending  out  housing  inspectors  from  the  Health  Department,  with  moisture 
meters.  A  direct  reading  is  taken  which  measures  moisture  within  a  wall.  A  reading  of  less  than  20  %  requires 
cleaning  with  chlorine  and  water  or  antifungal  solution,  repainting  and  reinspection  if  there  was  Stachybotrys  or 
Aspergillis  fumigatus  and  symptomatic  occupants.  A  reading  of  more  than  20%  triggers  enforcement  action.  In 
the  experience  of  county  staff,  building  owners  were  less  likely  to  question  quantified  results  displayed  on  a 
moisture  meter  than  an  inspector  alone.  Cost  of  moisture  meters  ranges  from  about  S200  to  about  SI  000. 
Inspectors  are  trained  in  housing  inspection  and  are  registered  environmental  health  specialists  (REHS). 
Formerly,  If  mold  was  found,  the  county  laboratory  tested  it  to  determine  if  it  was  Aspergillus  fumigatus  or 
Stachybotrys.  Depending  upon  the  result,  specific  recommendations  were  made  for  safe  remediation  that 
distinguished  between  landlord  clean  up  or  clean  up  by  a  professional  contractor.  Subsequent  to  CDC  reports  in 
spring  2000,  discussed  above,  which  concluded  that  further  study  is  needed  to  establish  a  cause  and  effect  link 
between  Stachbotrys  and  certain  illnesses,  the  county  stopped  testing.  Inspections  are  still  made,  moisture 
readings  taken,  and  county  testing  kits  are  made  available  to  building  owners.  The  county  will  help  interpret 
test  results  and  make  recommendations  regarding  clean  up.  The  county  will  also  test  in  certain  cases,  for 
example,  where  residents  are  symptomatic.9 

Tenant  and  Landlord  Responsibilities 

According  to  City  Attorney  staff,  this  type  of  tenant-landlord  issue  is  difficult,  and  needs  to  be  resolved,  based  • 
on  the  facts,  on  a  case-by-case  basis.  An  owner  has  the  power  to  abate  his/her  property;  a  tenant  usually  has 
more  limited  power.  EPA  and  HUD  staff  feel  that  mold,  most  especially  toxic  mold,  is  not  lifestyle-based  (e.g., 
a  tenant  running  a  shower  without  a  bathroom  fan.)  In  HUD's  view,  factors  for  mold  are  usually  related  to 
major  moisture  intrusion  from  flooding  or  structural  problems  including  leaking  pipes  or  roofs.  DBI  has 
apparently  observed  more  lifestyle  factors,  such  as  keeping  windows  shut  in  winter  while  boiling  food  on  the 
stove,  maintaining  indoor  plants,  and  high  occupancy  of  units.  DPH  recognizes  that  while  there  are  some 
opportunities  for  contributing  to  mold/mildew  in  the  behavior  of  tenants,  the  presence  of  structural  deficiencies, 
substandard  housing,  and  limited  available  housing  are  underlying  causes.  Both  City  agencies  agree  that  these 
structural  problems  require  abatement,  and  that  mold  should  be  removed.  Maintaining  exterior  and  common 
areas  of  the  premises,  including  preventing  and/or  fixing  water  intrusion  from  the  roof,  for  example,  is  generally 
a  landlord  responsibility.  There  may  be  some  difficulty  in  determining  whether  mold  is  due  to  occupant 
activities  alone,  occupant  activities  plus  inadequate  ventilation,  or  landlord  lack  of  response  in  fixing  plumbing 
or  structural  leaks  and  dealing  with  moldy  material. 

Housekeeping  is  generally  a  tenant  responsibility,  unless  there  is  an  inherent  structural  problem,  and/or  leaking 
fixtures.  Instructions  for  occupants  would  be  useful.  Basic  elements  of  such  instructions  can  be  found  on  the 
web  sites  of  the  state  DHS,  NYC  and  the  CDC.  Monterey  County  staff  cited  the  Uniform  Housing  Code. 
Chapter  2,  Enforcement,  Section  201  -  General,  subsection  201.3,  Responsibilities  Defined,  identifies  and 


9  Susan  Rimando,  Registered  Environmental  Health  Specialist  IV;  Monterey  County  Health  Department,  Environmental  Health 
Division;  by  telephone,  November  27,  2000. 
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distinguishes  responsibilities  of  Owners  and  Occupants.  In  essence,  each  must  maintain  the  portion  of  the 
building  for  which  they  are  responsible  in  a  safe  and  sanitary  condition. 

Subsidized  Rental  Housing 

Mold  and  mildew  in  subsidized  rental  units  has  become  an  issue,  most  recently  at  four,  investor-owned 
properties  (Bayview  Apartments,  LaSalle  Apartments,  Shoreview  Apartments  and  All  Hallows  Gardens  in  the 
Bayview).  As  part  of  tenant  sponsored  outreach  in  1999,  DPH  responded  to  12  complaints  related  to  All 
Hallows  Gardens:  4  resulted  in  notices  of  violation.  In  the  following  year,  according  to  HUD  staff,  300  of  a 
total  of  about  600  units  were  tested  for  Stachybotrys  as  part  of  a  broader  structural  evaluation  and  mitigation 
program.  According  to  HUD  staff,  about  70  %  tested  positive  for  toxic  mold,  and  HUD  ordered  abatement. 
DPH  reviewed  a  sample  of  the  air  quality  testing  and  the  procedures  for  mitigation  and  tenant  relocation. 
Generally,  the  procedures  were  consistent  with  the  NYC  consensus  guidelines,  according  to  DPH  staff. 

According  to  HUD  staff,  Federal  standards  that  call  for  decent,  safe  and  sanitary  housing  (National  Housing  Act 
of  1937)  come  into  play  when  there  are  conditions  such  as  those  in  the  Bayview  housing  discussed  above. 
Regarding  All  Hallows,  San  Francisco  Redevelopment  Agency  staff,  which  assembled  the  property  for 
development  in  the  1970's,  reiterated  that  HUD  regulates  rents  and  monitors  habitability;  HUD  is  not  supposed 
to  provide  financial  assistance  to  units  that  are  not  habitable. 

Regarding  public  housing  operated  by  the  San  Francisco  Housing  Authority  (SFHA)  there  is  a  Memorandum  of 
Understanding  (MOU)  between  the  Housing  Authority  and  the  City.  DBI  will  inspect  on  complaint  and  write 
up  the  problem,  and  will  contact  Housing  Authority  maintenance  staff  who  will  usually  then  upgrade  the 
complaint,  in  order  to  fix  the  problem  more  quickly. 

The  Housing  Authority  also  administers  federal  Section  8  assisted  housing,  (units  are  privately  owned;  rent  is 
paid  with  Section  8  vouchers).  SFHA  inspects  Section  8  dwelling  units,  annually.  If  a  deficiency  is  found,  the 
landlord  is  given  a  certain  number  of  days  to  correct  it.  If  the  landlord  does  not  fix  the  problem,  the  SFHA  will 
suspend  Section  8  payment.  If  the  situation  continues  without  remediation  without  payment  to  the  landlord,  the 
tenant  would  have  to  find  a  new  unit.  Section  8  housing  is  like  private  apartment  housing  insofar  as  a  tenant 
may  make  a  complaint  directly  to  DBI,  which  will  inspect,  and  act  accordingly  as  with  other  private  housing 
stock.  According  to  SFHA  staff,  the  Housing  Authority  will  rarely  be  in  a  position  of  calling  DBI  in,  unless 
SFHA  inspection  calls  for  DBI  at  the  beginning.  Usually,  a  tenant  makes  a  complaint  to  DBI,  DBI  responds  and 
SFHA  may  find  out  about  it  later  during  its  annual  inspection.  There  is  no  direct  coordination  between  SFHA 
and  DBI. 

In  Monterey  County,  federal  housing  inspectors  inspect  Section  8  housing;  however,  if  a  tenant  calls  in  a 
complaint,  the  county  health  department  will  inspect  and  contact  the  Section  8  inspectors.  This  is  similar  to 
what  happens  in  San  Francisco. 

Coordination  of  Housing  Code  and  Health  Code  Enforcement. 

As  discussed,  mold  falls  within  the  purview  of  both  DPH  and  DBI.  Neither  has  assumed  primary  responsibility; 
this  is  a  relatively  new  issue,  as  noted,  and  both  Departments  are  busy  with  their  other  work.  With 
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coordination/direction,  it  could  become  higher  priority  for  both  Departments.  The  Department  of  Public  Healt 
seems  willing  to  be  lead  agency  for  mold.  However,  there  is,  of  necessity  a  sort  of  dual  jurisdiction,  in  that  DP 
is  charged  with  responsibility  for  health  issues.  At  the  same  time,  mold  is  found  in  the  presence  of  moisture, 
which  in  turn  may  result  from  structural  faults  or  building  maintenance  and  these  matters  fall  within  the  purvie 
of  DBI.  DPH  staff  have  suggested  coordination  as  follows.  DPH  would  do  an  initial  inspection  and  order  to 
abate  if  necessary.  If  a  correctable  structural  source  of  moisture  were  found,  (for  example,  a  plumbing  leak),  a 
immediate  referral  to  DBI  would  be  made.  If  the  mold  reoccurs  in  the  same  location  after  clean  up,  a  joint 
inspection  by  DPH  and  DBI  would  be  made.  The  City  would  need  to  determine  if/how  to  coordinate  two 
complaints  in  such  a  case;  that  is,  otherwise  there  could  be  two  separate  violations  (of  the  Health  Code  and  of 
the  Building  Code),  with  two  potential  notices  of  violation  and  subsequent  process.  As  noted,  Health  Code 
amendments  are  in  progress;  they  are  discussed  above.  DBI  staff  believe  that  mold  can  be  addressed  under 
current  Housing  Code  provisions  and  that  new  legislation  is  therefore  not  needed  to  amend  the  Housing  Code. 

Coordination  Between  Federal  and  Local  Agencies 

As  maybe  seen  from  the  discussion  of  mold/mildew  at  All  Hallows  Gardens  above,  more  regularized 
coordination  among  federal  and  local  agencies/departments  would  be  useful,  and  less  burdensome  to  occupant: 
For  example,  one  joint  inspection  would  be  more  convenient  for  occupants  than  several  different  inspections,  2 
different  times. 

Schools 

Problems  have  been  identified  in  schools,  including  mold  in  some  bungalows  at  Lowell,  ventilation  and  rodent 
problems  at  George  Washington  Carver,  and  rodents  at  1350  Oakdale.  The  SFUSD  is  one  of  a  rather  small 
number  of  districts  participating  in  the  Federal  EPA  "Tools  for  Schools"  program.  (15  pilot  schools  are 
involved.)  Tools  for  Schools  empowers  schools  to  set  up  a  committee  to  implement  and  oversee  the  program. 
Checklists  to  identify  problems  are  completed  by  staff  and  methods  to  deal  with  them  are  coordinated  with 
facilities  and  maintenance  departments.  The  district  has  an  in  house  computer  system  for  complaints,  and  whil 
district  response  to  routine  items  may  not  be  immediate,  there  is  a  quick  response  time  when  "health  problem" 
checked  on  the  computer  form.  Most  of  the  feedback  was  positive  on  this  issue,  with  problems  being  addresse 
in  a  timely  manner. 

According  to  SFUSD  staff,  while  some  East  Bay  schools  have  had  to  close  due  to  related  problems,  San 
Francisco  is  addressing  the  issue  and  has  not  had  to  close  any  schools.  The  SFUSD)  participates  in  monthly 
Indoor  Air  Quality  Committee  meetings.  Members  of  the  committee  include  Environmental  Protection  Agenc; 
(EPA),  the  American  Lung  Association,  SFUSD  school  health  programs  department  and  facilities  managemeni 
department,  and  DPH  staff.  The  SFUSD  is  one  of  the  first  school  districts  to  participate  in  the  program. 

According  to  EPA  staff,  portable  classrooms  are  potential  sites  for  mold  and  mildew;  issues  include 
maintenance  and  ventilation  of  these  structures.  IAQ  problems  may  result  from  building  materials,  ventilation, 
occupant  activities,  and/or  furniture.  EPA  staff  feels  a  good  solution  would  be  a  Federal  government  standard 
regarding  mold  and  mildew.  One  standard  would  increase  consistency  and  ease  in  compliance.  However,  none 
of  the  persons  contacted  for  this  report  felt  such  a  standard  is  imminent. 
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Economic  Considerations 

Economic  constraints  and/or  incentives/disincentives  are  relevant.  For  example,  EFA  staff  report  that  a  school 
was  reported  to  have  wet  cleaned  its  carpets  and  turned  up  the  heat  to  dry  them  (due  to  lack  of  money  for  steam 
cleaning).  This  created  a  "mold  farm"  (created  ideal  conditions  for  mold)  instead  of  solving  the  problem. 
Similarly,  there  may  be  unintended  disincentives  for  mold  preventive  maintenance.  Schools  must  pay  for 
.maintenance  and  repairs  out  of  their  limited  budgets,  but  may  receive  matching  state  moneys  if  there  is  severe 
deterioration  requiring  major  renovation.  Similarly,  according  to  HUD  staff,  a  housing  provider  receiving  HUD 
subsidies  must  pay  for  maintenance  and  repair  out  of  income,  reducing  profits.  In  contrast,  if  major  . 
renovation/remediation  is  required  HUD  may  pay  the  provider  6  %  to  oversee  renovation.  Lead  paint  abatement 
programs  apparently  include  some  incentives  for  remediation.  Of  course,  regular  maintenance  and  repair  . 
generally  prevents  mold,  and  is  ultimately  less  costly  than  major  renovation  or  remediation. 

Legislation 

Three  bills  have  been  introduced  at  the  state  level  with  regard  to  mold  growth  in  dwellings. 

SB  732  -Ortiz-  Toxic  mold^  is  the  most  comprehensive.  It  would  add  two  chapters  to  the  state  Health  and  Safety 
code  (to  Division  1.5  and  Division  20)  relating  to  toxic  mold.  This  bill  would  enact  the  Toxic  Mold  Protection 
Act  which  would  require  the  DHS  to  adopt  specific  regulations  to  protect  the  public  health  from  toxic  mold. 
The  bill  requires  DHS  to  conduct  studies,  consider  criteria  and  consult  with  experts  to  arrive  at  permissible 
exposure  limits  to  mold,  and  would  also  set  standards  for  identification  and  remediation  of  toxic  molds.  The 
bill  would  require  an  assessment  of  risks  to  the  public  posed  by  exposure  to  molds  indoors,  to  set  a  public  health 
goal  to  be  reviewed  and  revised  every  five  years.  This  bill  would  add  toxic  mold  to  the  list  of  both  substandard 
conditions  and  a  structural  hazard  to  health  for  buildings  used  for  human  habitation.  It  would  also  require  that 
any  person  who  sells  or  rents  residential  real  property  or  sells  commercial  property  disclose  presence  and 
location  of  mold-containing  construction  materials  in  the  building,  HVAC  system  or  surrounding  environments 
and  potential  health  risks  of  exposure  to  mold.  Status:  the  bill  was  heard  in  its  first  committee,  amended  to 
include  public  education  and  is  going  to  the  Senate  Judiciary  committee. 

AB  178  -Cox  -  Housing  standards:  molds.  This  bill  would  add  a  section  to  the  Civil  Code  and  amend  section 
17920.3  of  the  Health  and  Safety  Code,  relation  to  housing  standards.  Existing  law  defines  duties  of  landlords 
and  tenants.  The  bill  would  additionally  require  residential  landlords  to  disclose  the  presence  of  mold  within  or 
on  a  unit  to  an  extent  that  endangers  occupant  health,  property,  safety  or  welfare.  The  bill  would  impose  a  civil 
penalty  for  violation.  The  State  Housing  Law,  defines  "substandard  building"  to  include  any  building  in  which 
there  is  a  danger  to  human  life  or  health,  as  specified.  Violation  of  this  provision  is  punishable  as  a 
misdemeanor.  The  bill  would  add  visible  mold  on  any  interior  wall,  floor,  ceiling,  or  any  portion  thereof,  to  the 
list  of  dangerous  conditions  that  constitute  a  substandard  building.  By  increasing  the  scope  of  an  existing  crime, 
the  bill  would  create  a  state-mandated  local  program.  Status:  this  bill  passed  out  of  its  first  committee  and  is  on 
its  way  to  the  Assembly  Housing  and  Community  Housing.  Enactment  of  the  bill  has  been  made  provisional 
upon  adoption  of  the  Ortiz  bill;  other  alterations  to  the  Cox  bill  change  landlord  to  tenant  disclosure 
requirements  to  include  prospective  and  current  tenants,  and  change  the  substandard  housing  clause  to  be 
enacted  in  the  case  of  mold  contamination  of  the  air  (rather  than  visible  mold). 
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AB  284  -Jackson-  Public  health:  toxic  mold.  This  bill  would  require  DHS  to  establish  a  toxic  mold 
surveillance  and  monitoring  program  and  to  examine  the  feasibility  of  establishing  a  pilot  surveillance  network 
with  local  agencies  to  minimize  the  adverse  effects  of  toxic  mold  on  human  health.  Status:  The  hearing  on  this 
bill  at  the  Assembly  Environmental  Safety  and  Toxic  Materials  committee  was  postponed. 

CONCLUSION 

In  the  view  of  some  of  the  service  providers,  people  are  not  getting  help  with  a  serious  health  problem,  in  part 
because  there  is  no  clear  legal,  or  evidence-based,  standard  as  to  what  constitutes  an  unhealthy  level  of  mold  and 
mildew,  which  are  ubiquitous.  Similarly  there  is  no  clear  legal  responsibility  for  enforcement;  therefore, 
agencies  are  not  responding  as  they  might,  because  they  lack  enforcement  power. 

The  City  could  work  in  the  following  Action  Areas  and  Options  to  improve  the  handling  of  mold/mildew: 

•  Support  establishment  of  a  single,  federal  or  state  standard  or  protocols  for  prevention,  identification  and 
remediation/abatement  of  mold/mildew.  Such  standard  would  need  to  consider  regional  differences  in  climate, 
culture  and  construction  practices. 

•  Clarify  applicable  City  Codes,  regarding  mold  as  a  nuisance,  and  its  abatement,  including  strengthening 
enforcement 

•  Clarify  owner  and  tenant  responsibilities 

•  Engage  in  educational  outreach.  Provide  information  and  instructions  for  tenants  in  subsidized  housing,  for 
facilities  maintenance  staffs  including  school  maintenance  departments,  landlords,  building  managers  and  public 
housing  officials. 

•  Standardize  the  process  for  local  action  by  DPH  and  DBI. 

•  Improve  communication  and  coordination  between  federal  and  local  housing  agencies,  that  is,  HUD  and  the 
SFHA,  with  involvement  by  the  SFRA  as  needed. 

•  Establish  a  short-term  interagency  committee  or  task  force,  to  implement  the  above  items 

The  Institute  of  Medicine  report  on  asthma,  discussed  above,  encourages  efforts  to  bring  medical,  public  health, 
behavioral  science,  engineering,  and  building  professionals  together  to  educate  each  other  on  their  areas  of 
expertise.  The  report  states  that,  "  although  considerable  work  has  been  done  and  is  being  done  on  asthma  per 
se,  increased  research  efforts  are  needed  to  address  the  characteristics  of  healthy  indoor  environments.  Asthma 
research  clearly  needs  interdisciplinary  involvement  -  not  only  of  clinicians,  immunologists,  and  researchers  in 
related  biologic  areas  -  but  also  of  engineers,  architects,  materials  manufacturers  and  others  who  are  responsible 
for  the  design  and  function  of  indoor  environments." 
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^LEGISLATIVE  ANALYST  REPORT 

To:  The  Honorable  Members  of  the  Board  of  Supervisors 
From:  Elaine  Forbes,  Legislative  Analyst 
Date:  April  25,  2001 

Committee:  Audit  Labor  &  Government  Efficiency 

File  no:  010199 

Subject:  Temporary  Workers 

Summary  of  Request 

On  February  5,  2001,  the  Board  of  Supervisors  directed  the  Office  of  the  Legislative  Analyst  (OLA)  to 
conduct  a  study  of  working  conditions  for  temporary  workers,  with  particular  attention  to  young  workers 
in  Information  Technology  (IT)  occupations.  In  response,  this  report  provides  a  profile  of  temporary 
workers  and  explores  the  legal  protections,  wages  and  benefits  of  the  temporary  workforce  nationw  ide. 
The  report  places  an  emphasis  on  the  conditions  of  young  and  IT  temporary  workers.  A  small  group  of 
San  Francisco  IT  temporary  workers  and  employment  agencies  were  interviewed  as  sources  to 
compensate  for  the  lack  of  local  data  (see  Source:  Interviews  on  pg.12  for  more  information). 

Executive  Summary 

In  the  1980s,  work  arrangements  began  to  shift  from  primarily  full-time  wage  and  salary  work  to  include 
more  temporary  and  contractual  work,  according  to  data  from  the  Bureau  of  Labor  Statistics  (BLS). 
Temporary  work  arrangements  that  essentially  outsource  employees  (independent  contracting, 
temporary,  leased  and  company  contract  employment)  have  grown.  While  the  exact  level  of  growth  in 
temporary  work  is  unclear,  labor  economists  agree  that  the  practice  is  a  permanent  and  growing  feature 
of  the  new  economy. 

Economists  reach  varying  conclusions  about  the  effects  of  temporary  staffing  methods  on  temporary 
workers.  Some  researchers  believe  temporary  work  arrangements  provide  flexibility  that  is  necessary  to 
meet  variable  market  conditions  and  a  changing  workforce.1  Other  analysts  conclude  that  temporary 
staffing  methods  have  detrimental  effects  for  temporary  workers  including  erosion  of  pay.  decline  in 
benefits,  loss  of  job  security,  and  legal  protections.? 

This  report  finds  that  the  characteristics,  occupations,  compensation  and  benefits,  and  preference  among 
temporary  workers  vary.  Many  temporary  workers  earn  less  than  their  permanent  counterparts,  have 
much  lower  rates  of  health  insurance  coverage,  and  take  temporary  jobs  only  because  they  cannot  find 
permanent  work.  Other  temporary  workers,  particularly  those  in  professional  and  technical  fields,  such 
as  IT,  earn  more  than  their  permanent  counterparts  and  may  prefer  temporary  arrangements.  However, 
this  report  finds  that  temporary  workers  generally  experience  low  rates  of  health  insurance  coverage  and 
job  instability.  Individuals,  particularly  young  workers  drawn  to  temporary  wrork  by  higher  wages  and 
flexibility,  may  undervalue  job  stability  and  health  insurance  when  the  economy  and  their  health  are 
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good. 

Background 

Temporary  Work  Defined 

In  the  1980s,  work  arrangements  began  to  shift  from  primarily  full-time  wage  and  salary  work  to  include 
more  temporary  and  contractual  work,  according  to  Bureau  of  Labor  Statistics  (BLS)  economists.3  They 
attribute  this  trend  to  the  potential  for  firms  to  cut  labor  costs  and  the  ability  for  firms  to  quickly  adjust 
the  size  of  their  workforce  in  response  to  changing  market  conditions.  Several  work  arrangements  that 
essentially  outsource  employees  have  grown  in  prevalence.  In  general,  outsourced  workers  are  of  tour 
types:  independent  contractors,  temps,  leased  employees,  and  company  contract  employees.  For  the 
purposes  of  this  report,  the  above  groups  are  referred  to  collectively  as  temporary  workers  because  they 
are  not  "permanent  employees"  and  their  hirers  have  no  commitment  to  a  continued  worker/hirer 
relationship. 

1.  Independent  Contractors.  These  are  self-employed  individuals  who  offer  their  services  to  companies 
on  a  contract  basis.  Independent  contractors  are  responsible  for  securing  their  own  benefits,  and  paying 
100%  of  social  security,  federal  income  and  unemployment  insurance  tax.  According  to  the  Internal 
Revenue  Service  (IRS),  in  a  true  independent-contractor  relationship,  the  hirer  controls  only  the  end 
results  of  the  work  and  has  absolutely  no  say  in  how  the  job  is  accomplished.4 

2.  Temps  (also  referred  to  as  "temporary  employees").  Temporary  agencies  pay  workers  to  perform 
work  in  other  companies.  These  companies  pay  temporary  agencies  to  recruit  employees,  and  handle 
their  wages,  tax  withholdings,  workers'  compensation  and  unemployment  insurance.  The  firms  that  use 
temps,  referred  to  as  the  "client  company",  are  responsible  for  supervising  and  controlling  the  work 
environment.  No  rules  regarding  the  allowable  duration  of  temporary  employment  are  currently  in  place. 

3.  Leased  Employees.  These  employees  work  for  one  company  and  a  separate  firm  serves  as  the  human 
resources  department  and  administers  the  details  of  their  employment,  such  as  benefits  and  payroll.  The 
latter  firm  is  often  referred  to  as  a  leasing  agency  or  professional  employer  organization  (PEO). 

4.  Company  Contract  Employees.  These  employees  work  for  companies  that  provide  services  to  client 
firms.  Employees  typically  work  at  the  client's  work-site.  Contract  companies  contract  for  services  such 
as  computer  system  support,  janitorial  work  and  landscaping.  Generally,  the  jobs  of  these  workers 
depend  on  the  ability  of  the  contract  company  to  win  bids  for  its  services. 

The  Bureau  of  Labor  Statistics  refers  to  independent  contractors,  temps,  and  contract  firm  as  alternative 
employment  arrangements,  and  contingent  when  the  workers  do  not  expect  their  current  jobs  to  last- 
According  to  BLS  staff,  leased  employees  are  not  categorized  specifically,  but  fall  into  both  temporary 
help  and  contract  firm  categories  depending  on  how  they  respond  to  the  BLS  Contingent  and  Alternative 
Employment  Arrangement  survey.  This  survey  began  in  1995  as  a  supplement  to  the  Current  Population 
Survey.- 

The  Growth  of  Temporary  Work  Arrangements 

A  1995  Conference  Board  study  found  that  90%  of  U.S.  businesses  use  temporary  help.  The  extent  to 
which  temporary  work  has  grown  is  difficult  to  measure.  BLS's  February  1999  data  shows  that 
independent  contractors  (6.3%),  temporary  help  agency  (.9%)  and  contract  firm  workers  (.6%)  make  up 
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approximately  8%  of  our  total  workforce  nationwide  (see  Appendix  1:  Table  I  for  more  information). 
Other  sources  suggest  the  numbers  may  be  higher.  A  1999  U.S.  Department  of  Labor  Advisory  ( 'ouncil 
on  Employee  Benefits  study  estimates  that  contingent  workers  make  up  30%  of  the  workforce.  While  the 
exact  level  of  growth  in  temporary  work  is  undetermined,  BLS  labor  economists  and  others,  such  as  Dr. 
Marianne  Ferber  at  the  University  of  Illinois,  and  Dr.  Jane  Waldfogel  at  Columbia  University,  New 
York,  generally  agree  that  the  practice  is  a  permanent  and  growing  feature  of  the  new  economy. 

Profile  of  Temporary  Workers 

National.  The  BLS  survey  in  February  1999  showed  a  wide  variation  of  worker  characteristics  among 
temporary  workers  (see  Appendix  1:  Table  2  for  more  information).  For  example,  BLS  data  shows  that 
compared  to  the  traditional  workforce,  independent  contractors  tend  to  be  older,  white  and  male,  w  hile 
temporary  help  agency  workers  tend  to  be  younger,  female,  African  American  and  Latino.  Contract  firm 
employees,  like  temps,  are  younger  than  the  traditional  workforce,  but  like  independent  contractors,  are 
disproportionately  male.  A  wide  variation  in  job  satisfaction  was  also  demonstrated  in  the  BLS  survey. 
The  majority  (84%)  of  independent  contractors  stated  they  were  satisfied  with  their  current  arrangement. 
The  opposite  is  true  for  temporary  help  agency  workers,  57%  of  whom  said  they  would  prefer  a 
traditional  work  arrangement. 

The  1999  BLS  data  demonstrates  an  age  gap  between  the  contingent  (temporary  workers  who  do  not 
expect  their  jobs  to  last)  and  noncontingent  workforce.  Fifty-seven  percent  of  contingent  workers  are 
under  34,  compared  to  37%  of  the  non-contingent  workforce.  Contingent  workers  were  more  than  twice 
as  likely  as  non-contingent  workers  to  be  under  25  (age  16-24). 7  The  BLS  report  suggests  that  the  latter 
group  may  be  over  represented  in  the  contingent  workforce  in  part  because  temporary  employment 
works  well  for  students  due  to  their  irregular  schedules.? 

State  and  Local.  Generating  a  snapshot  of  temporary  workers  in  California  and  in  San  Francisco  is 
difficult  because  data  is  not  readily  available.9  Dr.  Sundari  Baru  from  the  Center  on  Policy  Initiativ  es 
combined  three  years  of  data  (1997  to  1999)  from  the  Current  Population  Survey  to  study  temp 
employees  (employees  placed  through  temporary  agencies)  in  California.  In  her  article,  Working  on  the 
Margins,  Dr.  Baru  shows  that  the  characteristics  of  temp  employees  in  California  reflect  many  of  the 
characteristics  of  temp  employees  nationwide.  Compared  to  the  traditional  workforce,  temp  employees 
in  California  are  disproportionately  young,  female,  and  African-American.  However,  unlike  the  national 
trend,  the  proportion  of  Latinos  in  the  regular  and  temporary  workforce  is  not  significantly  different. 

Generating  a  snapshot  of  IT  temporary  workers,  at  the  state  or  local  level,  is  not  possible  at  this  time  due 
to  data  restrictions.  The  Standard  Industrial  Codes  (SIC)  do  not  have  an  IT  category  and  the  existing 
categories  do  not  overlap  well  with  IT  occupations.  The  2000  Census  corrects  this  problem.  However, 
employment  information  will  not  be  released  until  2001,  according  to  BLS  staff. 

Occupations  that  Hire  and  Agencies  that  Place  Temporary  Workers 

Temporary  workers  are  found  in  a  wide  range  of  occupations  (see  Appendix  2:  Table  4  and  5  for  more 
information).  According  to  1999  BLS  survey  data,  independent  contractors  are  over  represented  in 
executive,  administrative  and  managerial  occupations.  Independent  contractors  and  contract  firm 
employees  are  over-represented  in  the  professional  specialty  (i.e.,  engineers,  computer  scientists,  and 
lawyers)  and  precision  production,  craft  and  repair  (i.e.,  mechanics  and  construction  trades) 
occupations.  Whereas,  temporary  help  agency  employees  are  over-represented  in  administrative  support 
(i.e.,  office  clerks,  secretaries,  receptionists,  and  data-entry  operators)  and  operators,  fabricators,  and 
laborers  (i.e.,  packers,  laborers,  machine  operators,  and  transportation  and  materials  moving 


http://www.ci. sf.ca.us/bdsupvrs/leganalyst/reports/0 1 0 1 99.htm 


6/11/01 


( 


CCSF  |  Legislative  Analyst  Reports 


Page  4  of 9 


occupations).  Thirty-six  percent  of  all  temp  employees  are  placed  in  administrative  support  jobs  and 
29%  are  placed  in  laborer  jobs.  According  to  Dr.  Baru's  January  2001  article,  Working  on  the  Margins. 
in  San  Francisco,  temp  employees  work  primarily  in  clerical  and  administrative  support  jobs,  followed 
by  production,  construction,  and  materials  handling,  and  professional  and  technical  jobs. 

Temporary  Workers  in  San  Francisco. 

Staffing  and  leasing  agencies  in  and  outside  of  San  Francisco  place  temps  in  San  Francisco's  businesses 
and  government  offices.!^  At  least  30  staffing  agencies  are  located  in  San  Francisco.  According  to  the 
Employment  Development  Department,  942,000  people  were  members  of  the  labor  force  in  the  San 
Francisco  PMSAll  between  October  and  December  of  1999,  and  approximately  87,630,  or  9.3%,  of 
those  workers  were  temporary  help  and  leased/contract  employees.!? 

IT  Workers.  Most  IT  work  is  skilled  and  technical,  and  tends  to  be  well  compensated.  Information 
technology  (IT)  jobs  include  web  designers,  computer  support  specialists,  computer  programmers, 
systems  analysts  and  electronic  solutions  specialists.  Interviews  conducted  by  the  Office  of  the 
Legislative  Analyst  for  this  report  with  local  IT  workers  (primarily  web  designers  and  system 
developers)  and  staffing  agencies  in  San  Francisco  revealed  that  many  IT  jobs  are  temporary.  According 
to  IT  workers,  work  is  increasingly  through  temporary  and  leasing  agencies  and  decreasing  through 
direct  independent  contracts.  Staffing  agencies,  such  as  Manpower  Inc.,  and  IT  interviewees  both 
reported  that  IT  work  is  often  project-based  and  involves  rapidly  changing  technology;  these  conditions 
lend  themselves  to  impermanent  hirer/worker  relationships.  Additionally,  while  most  businesses  require 
IT  workers,  startup  companies,  and  in  particular  dot-coms,  spurred  a  large  growth  in  IT  work  in  recent 
years,  according  to  local  staffing  agencies. 

In  interviews,  several  IT  workers  expressed  a  preference  for  contingent  work.  The  most  popular  of  the 
reasons  cited  were  flexibility,  higher  wages,  and  the  ability  to  stay  current  on  various  platforms.  Yet. 
other  IT  workers  expressed  frustration  with  not  sharing  in  the  benefits  of  their  full-time  permanent 
counterparts,  such  as  stock  options,  vacation  and  sick  leave,  and  overtime  pay.  With  few  exceptions.  IT 
interviewees  expressed  concern  about  finding  continual  work  in  light  of  the  economic  downturn.  Most 
agreed  that  established  businesses  that  use  computers  and  the  web  will  continue  to  create  IT  work,  but 
that  work  will  be  less  abundant. 

Temporary  Hiring  Practices  in  the  City  and  County  of  San  Francisco.  The  City  does  hire  temporary 
workers  for  both  technical  and  non-technical  jobs.  However,  according  to  the  Office  of  the  Controller, 
no  citywide  database  is  available  to  determine  the  number  of  contracted  staff/temp  agency  w  orkers.  The 
Department  of  Telecommunication  and  Information  Services  (DTIS),  the  primary  employer  of  IT 
workers,  currently  has  451  positions  in  the  Department,  according  to  Liza  Lowery,  DTIS  Director. 
Approximately  thirty-eight  are  as  needed  positions,  3  are  temporary  and  26  are  on  contract.  According 
to  Ms.  Lowery,  DTIS  utilizes  temporary  workers  in  order  to  expand  and  contract  labor  resources  quickh 
in  response  to  changing  customer  demands,  when  highly  specialized  skills  are  needed  but  not  available 
internally,  and  for  project-based  work. 

Current  Law  and  Practice 

There  is  uncertainty  regarding  labor  and  employment  laws  that  apply  to  temporary  workers,  and  which 
entity  (the  agency  or  the  client  company)  is  liable  when  the  laws  apply.  According  to  Sallie  Gibson  in 
the  Office  of  the  City  Attorney  (San  Francisco),  laws  designed  to  protect  workers  generally  do  not 
distinguish  between  temporary  and  permanent  employees.  Rather,  a  firm's  obligation  to  a  worker 
depends  principally  on  whether  the  worker  is  an  employee  or  an  independent  contractor.  In  general, 
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employees  are  covered;  independent  contractors  are  not.  However,  some  laws  contain  requirements  that 
also  exclude  certain  temporary  employees  or  make  it  difficult  for  them  to  be  covered.13  For  example,  the 
Family  and  Medical  Leave  Act  protects  workers  after  1,250  hours  of  work.  In  addition,  in  some 
temporary  work  arrangements,  determining  whether  a  worker  is  an  employee  can  be  difficult. 
Determining  if  a  worker  is  an  employee  or  an  independent  contractor  is  not  a  simple  matter  of  the  firm's 
classification  of  the  worker,  but  depends  on  several  factors  that  the  specific  law  in  question  determines. 
The  most  common  determinative  factor  is  the  level  of  supervisory  control  the  company  exercises  over 
the  day-to-day  activities  of  the  worker.  As  a  further  complication,  determining  who  the  employer  is 
when  more  than  one  company  is  involved  can  also  be  difficult. 

Wage  and  Hour  LawsM.  Under  the  Fair  Labor  Standards  Act  (FLSA)  and  California  Industrial  Wage 
Orders  (IWC)  FLSA,  "employer"  is  defined  as  "any  person  acting  directly  or  indirectly  in  the  interest  of 
an  employer  in  relation  to  an  employees."  The  courts  use  the  "economic  reality  test"  to  determine 
whether  a  worker  is  an  employee.  The  factors  of  the  test  include  (1)  the  degree  of  control  the  employer 
has  to  influence  the  manner  in  which  the  work  is  performed;  (2)  the  worker's  opportunity  for  profit  or 
loss;  (3)  the  worker's  investment  in  equipment  or  materials  required  for  her  work;  (4)  whether  the 
service  rendered  required  a  special  skill;  (5)  the  degree  of  permanence  of  the  working  relationship:  and 
(6)  whether  the  service  rendered  is  an  integral  part  of  the  employer's  business.  FLSA  states  that  in  a  joint 
employment  relationship,  both  employers  are  responsible  for  complying  with  the  state  and  federal  wage 
and  hour  provision,  and  both  would  be  jointly  liable  for  any  minimum  wage  or  overtime  violations. 

Family  and  Medical  Leave  Actl^.  Under  these  laws,  employees  are  covered  if  they  have  been 
employed  for  at  least  12  months  and  have  1,250  hours  of  service  during  the  12-month  period 
immediately  preceding  commencement  of  the  leave.  FMLA  specifically  covers  joint  employment 
situations,  such  as  a  temporary  or  leased  employment  situation.  Generally,  the  "primary  employer",  the 
employment  agency,  is  responsible  for  providing  leave,  maintaining  benefits,  and  restoring  the 
employee's  job  following  the  leave. 

Workers'  Compensation!^.  The  courts  have  traditionally  extended  workers'  compensation  to  temps.  In 
the  case  of  temporary  and  leased  employees,  the  client  firm  is  most  often  responsible  for  providing 
workers'  compensation  benefits.  The  threshold  under  the  California  Workers'  Compensation  Act  is 
whether  the  employer  has  the  right  to  control  the  details  of  the  employee's  work.  If  the  employer  has  the 
right  to  control  the  day-to-day  activities  of  the  temp  or  leased  employee,  it  will  be  responsible  for 
providing  workers'  compensation  benefits. 

Workplace  Safety  Issues1!.  CalOSHA  defines  "employer"  as  a  "person  engaged  in  a  business  affecting 
commerce  who  has  employees,  but  does  not  include  the  United  States  .  .  .  any  State  or  political 
subdivision  of  the  State. "M  To  determine  whether  the  client  firm  or  the  employment  agency  is 
responsible,  CalOSHA  has  held  that  the  entity  liable  as  the  "employer"  is  the  one  that  could  have  or 
should  have  taken  precautionary  measures.  Each  case  is  decided  individually,  taking  into  account 
several  factors  that  establish  which  employer  had  the  "right  to  control"  the  injured  employee.  If 
CalOSHA  laws  protect  independent  contractors,  depends  on  the  level  of  control  the  employer  exerts 
over  them. 

Unemployment  Insurance.  Temporary  workers  are  eligible  for  unemployment  insurance  benefits  if.  at 
the  end  of  a  temporary  assignment,  the  temporary  agency  is  unable  to  provide  a  new  assignment. 
However,  as  part  of  their  duty  to  seek  work,  temps  must  regularly  contact  their  agency  to  see  if  a  new 
assignment  is  available.  Independent  contractors  qualify  only  if  they  have  made  contributions  in  their 
name  to  the  State's  Employment  Development  Department  prior  to  claiming  unemployment  insurance. 
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National  Labor  Relations  Act19.  Temporary  or  leased  employees  have  the  right  to  vote  in  National 
Labor  Relations  Board  (NLRB)  elections.  The  issue  of  whether  temporary  employees  have  a  right  to 
join  the  same  bargaining  units  as  permanent  employees  with  whom  they  work  depends  on  the  degree  to 
which  they  share  a  "community  of  interest"  with  the  employer's  permanent  employees.  For  example, 
temporary  employees  who  work  at  one  site  on  a  regular  basis  over  a  period  of  time  can  generally  join 
the  existing  collective  bargaining  unit  of  permanent  employees.  Whereas,  temporary  employees 
assigned  for  a  short  period  of  time  usually  cannot  join  the  unit.  The  1947  Labor  Management  Relations 
Act  excludes  independent  contractors  from  coverage  under  the  National  Labor  Relations  Act. 

Employee  Retirement  Income  Security  Act  (ERISA)20.  Temporary  employees  are  covered  by  ERISA 
if  the  employer  allows  them  to  participate  in  a  pension  or  welfare  benefit  plan.  ERISA  does  not  cover 
independent  contractors.  In  general,  client  companies  can  exclude  temporary  employees  from  the 
benefits  they  provide  to  their  permanent  employees  if  plan  documents  expressly  exclude  temporary 
arrangements.  However,  if  the  plans  do  not  define  and  expressly  exclude  temporary  employees, 
temporary  employees  may  be  covered.  In  a  recent  lawsuit  against  Microsoft,  the  Ninth  Circuit  Court  of 
Appeals  gave  temporary  workers  at  Microsoft  retroactive  rights  of  participation  in  the  stock-purchase 
plan.  The  court  found  the  contingent  workers  to  be  "common  law  employees"  and  since  "employee"  was 
not  defined  within  the  Microsoft  plan,  the  Court  held  that  the  temporary  workers  were  eligible  to 
participate  (see  Appendix  4:  The  Microsoft  Case  for  more  information). 

Pending  Legislation  and  Other  Proposals 

According  to  the  General  Accounting  Office  (GAO),  on  the  national  and  state  level,  legislative 
proposals  have  been  introduced  that  seek  to  increase  coverage  of  temporary  workers  under  employer- 
sponsored  benefits  plans  and  labor  and  employment  laws.-21  For  example,  Representative  Lane  Evans 
(D-Illinois,  17th  District)  introduced  House  Resolution  (H.R.)  2298,  referred  to  as  the  Equity  for 
Temporary  Workers  Act,  in  June  of  1999.  The  bill  is  currently  in  the  Workforce  Protection 
subcommittee.—  The  bill  would  make  temps  eligible  to  receive  any  benefit  offered  by  an  employer  to 
permanent  employees  after  the  temporary  employee  works  for  the  employer  for  1 ,000  hours  during  a 
twelve-month  period,  "regardless  of  whether  the  employee  is  placed  by  the  employer,  a  temporary  help 
agency  or  staffing  firm,  or  under  a  leasing  arrangement  by  a  third  party."  Representative  Evans  also 
introduced  H.R.  2299,  called  the  ERISA  Clarification  Act  of  1999.  Senator  Kennedy  (D-MA)  and  Rep. 
Robert  Andrews  (D-New  Jersey,  1st  District)  introduced  companion  S.  2946  and  H.R.  4962,  referred  to 
as  the  Employee  Benefits  Eligibility  Fairness  Act  of  2000.  These  bills  would  amend  ERISA  to  require 
that  all  temporary,  leased,  or  contract  employees  be  included  in  a  client  firm's  pension,  retirement,  or 
401  (k)  plan  if  they  meet  common-law-employee  and  minimum-service  tests. 

At  the  state  level,  proposals  in  Massachusetts  and  Pennsylvania  would  require  employers  to  offer 
comparable  benefits  and  compensations  to  all  of  their  workers  regardless  of  the  number  of  hours  an 
employee  works  each  week.  A  similar  proposal  in  Rhode  Island  calls  for  amending  state  laws  to  make 
all  workers  eligible  for  prorated  coverage  for  both  health  and  pension  benefits  on  the  basis  of  hours 
worked. 

New  Approaches  Outside  the  Employer-Employee  Relationship.  According  to  the  GAO,  other 
proposals  seek  new  approaches  or  alternatives  outside  the  traditional  employer-employee  relationship. 2j 
For  example,  Working  Today,  a  national  New  York  based  nonprofit  membership  group,  has  developed  a 
model  for  delivering  portable  and  more  affordable  benefits  to  temporary  workers.  Working  Today  is 
providing  access  to  the  individual  insurance  market  through  intermediaries  such  as  professional 
associations,  unions,  nonprofits,  and  employers.  It  has  launched  a  demonstration  project  for  workers  in 
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New  York's  IT  industry.  Other  groups,  such  as  Working  Partnership  USA  in  San  Jose,  have  written 
codes  of  conduct  for  temporary  employment  agencies,  which  include  providing  health  insurance  after  90 
days. 

Issue  Analysis:  Relative  Wages  and  Benefits  of  Temporary  Workers 

This  section  considers  the  wages  and  benefits  of  the  temporary  workforce  compared  to  the  traditional 
workforce  nationwide,  in  California  and  San  Francisco.  Comparing  the  group  temporary  workers  to  the 
group  permanent  workers  should  be  done  cautiously  because  these  groups  may  not  be  similarly  situated 
in  terms  of  on-the-job  experience. 

Wages 

National.  The  BLS  survey  in  February  1999  showed  a  wide  variation  of  wages  between  alternative 
work  arrangements  (see  Appendix  3:  Table  5  for  more  information).24  On  average,  full-time  temp 
employees  (which  include  some  IT  workers)  earned  significantly  less  than  did  full-time  permanent 
employees.  The  median  weekly  wage  was  $540  for  permanent  employees  and  $342  for  temp  employees, 
which  represents  a  difference  of  37%.  Regardless  of  age,  gender,  race,  or  ethnicity,  full-time  temp 
employees  earned  less  on  average  (see  Appendix  3:  Table  5  &  6  for  more  information).  In  contrast, 
workers  placed  through  contract  firms  on  average  earned  more  than  the  traditional  workforce  -  a 
difference  of  29%,  with  median  weekly  earnings  of  $756  and  $540  respectively.  Independent  contractors 
on  average  also  earned  16%  more  than  did  traditional  workers;  the  difference  between  median  weekly 
earning  was  $100.  Independent  contractors  are  responsible  for  purchasing  their  own  medical  insurance 
and  for  investing  for  retirement,  which  may  account  for  their  relative  higher  wage.  The  exceptions  were 
independent  contractors  who  are  women  and/or  African-Americans,  who  on  average  earned  less  than  did 
permanent  workers  who  are  women  and/or  African- Americans,  according  to  BLS  data. 

State  and  local.  The  state  and  national  numbers  reveal  similar  patters  regarding  the  relative  lower 
earnings  of  temp  workers.  In  Working  on  the  Margins,  Dr.  Baru  reports  that  between  1 997  and  1 999. 
temps'  hourly  wages  were  less  than  those  of  traditional,  full-time  workers  with  similar  personal  and  job 
characteristics.  Controlling  for  personal  characteristics  (such  as  race,  age,  urban  status  and  education) 
and  job  characteristics  (such  as  industry  and  occupation),  Dr.  Baru  found  that  male  temps  earned  8.8% 
less  than  their  permanent,  full-time  counterparts,  and  female  temporary  employers  earned  6.7%  less  than 
the  permanent,  full-time  counterparts. 

Local  numbers  indicated  that  while  temp  workers  on  average  earn  less,  temporary  workers  in 
professional  and  technical  fields,  such  as  IT,  may  earn  more  than  their  permanent  counterparts.  The  most 
recent  San  Francisco  wage  data  for  workers  in  the  personnel  supply  services  (EDD  SIC  Code  736-  temp 
and  leased  employees,  by  occupation)  are  for  1998  and  are  reported  by  the  Employment  Development 
Department  (EDD).  The  1998  figures  indicate  that  in  San  Francisco  temporary  janitors,  laborers, 
cashiers,  secretaries,  receptionists  and  general  office  clerks  earned  less  than  were  the  average  earnings 
for  the  same  occupation. 


Table  2:  San  Francisco  PMSA2^  mean  hourly  wage  of  temp  and  leased  workers  compared  to 
area  mean  wage  by  occupation  types,  1998. 

Occupation 

Temp  and  Leased 
Workers* 

All  Workers 

%  Wage 
Difference 

Janitors  &  Cleaners 

$8.33 

$9.38  ||  -11% 

I 

1 

II 

http://www.ci. sf.ca.us/bdsupvrs/leganalyst/reports/0 1 0 1 99.htm 


6/11/01 


( 


CCSF  |  Legislative  Analyst  Reports  Page  8  of  9 


Laborers,  material  movers  and  other  1 
helpers 

$  8.501 

$  12.69 

-33% 

Cashiers  ! 

$  8.80|| 

$  9.63 

4X 

Secretaries  (except  legal  &  medical)  1 

$  13.78|| 

$  15.81 

-13% 

Receptionists  &  Information  Clerks  1 

$  10.69|| 

$  1 1 .03 

-3% 

General  Office  Clerks 

$  10.31 

$  1 1.86 

-13% 

II  II 

Information  Technology  (selected  jobs) 

System  Analyst 

$  38.08|| 

$  29.74 

28% 

Computer  Support  Specialists 

$  22.84|| 

$  24.36 

-6% 

Computer  Programmers 

$  38.38|| 

$  31.35 

22% 

Source:  Authors  analysis  of 1998  Occupational  Employment  and  Wage  Data,  EDD 

independent  contractors  are  excluded  from  this  analysis.  Data  from  SIC  code  736:  Personnel 
Supply  Services 

The  table  above  shows  that  the  mean  hourly  wage  of  temp  and  leased  laborers  was  33%  less  than  the 
mean  wage  of  laborers  overall.  Temp  secretaries  and  general  office  clerks  on  average  earned  1 3%  less 
than  the  mean  for  the  occupation  overall.  In  selected  IT  occupations,  temporary  systems  analysts  and 
computer  programmers  had  higher  mean  hourly  wages  by  28%  and  22%  respectively,  than  did  the 
average  of  all  workers  in  those  occupations.  Temp  computer  support  specialists  earned  6%  less  than  did 
computer  support  specialists  overall. 

Health  Benefits 

In  the  United  States.  The  1999  BLS  survey  demonstrates  that  temporary  workers  are  more  likely  to  be 
uninsured  than  are  traditional  workers.  The  reasons  include  lower  levels  of  employer  provided  health 
insurance,  an  inability  to  qualify  for  or  afford  the  insurance  temporary  agencies  offer,  and  beliefs  than 
the  insurance  offered  is  too  expensive  or  not  worth  the  price.  In  1999,  83%  of  permanent  workers  had 
health  insurance,  while  only  59%  of  temporary  workers  were  covered.  Temps  fared  worse  than  did 
independent  contractors  and  contract  firm  employees.  Table  7  shows  that  approximately  60%  of  temps 
were  uninsured  and  only  9%  received  health  insurance  from  their  temporary  employment  agencies.  In 
contrast,  the  majority  of  independent  contractors  purchased  health  insurance  or  received  insurance  from 
another  source  (spouse,  domestic  partners,  parents,  etc.),  while  27%  of  independent  contractors  were 
without  health  insurance. 


Table  7:  Health  insurance  coverage  and  eligibility,  temporary  compared  to  traditional 
workers  in  the  U.S. 

Characteristic 

Total 
employed 
(000) 

Total  with 
insurance 

Provided  by  1 
employer 

OES  Code 

Independent  contractors 

8,247.00 

73% 

N/a| 

67005 

Temporary  help  agency  workers 

1,188.00 

41% 

9%| 

98999 

Workers  provided  by  contract 

769.00 

80% 

56% 

49023 
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firms                                   ||  1 

1          II  1 

Workers  with  traditional 
arrangements 

119,109.00 

83% 

58% 

55108 

Source:  BLS  Contingent  and  Alternative  Employment  Arrangement  Report,  February  1999 

Most  major  temporary  help  agencies  do  offer  health  insurance  packages  which  employees  may 
purchase.  For  example,  Manpower,  Inc.  (the  largest  temporary  employment  agency  in  the  U.S.,  with 
180,000  employees  at  any  one  time  and  approximately  700,000  employees  per  year)  insures  between  9 
and  10%  of  its  employees.  Employees  are  eligible  for  health  insurance  in  the  month  following  their  first 
month  of  hire.  To  maintain  eligibility,  employees  must  work  100  hours  a  month  and  33  hours  per  week. 
The  plan  costs  workers  between  $52  and  $139  dollars  per  month;  Manpower  covers  approximately  40% 
of  the  cost.  According  to  a  Manpower  spokesperson,  the  low  rates  of  health  insurance  plan  participation 
can  be  explained  by  the  short  time  employees  work  at  Manpower26  and  by  employees  having  health 
coverage  from  other  sources.  In  interviews,  temporary  workers  who  were  not  insured  cited  three  primary 
factors  influenced  their  decision  not  to  purchase  insurance:  1)  inability  to  afford  the  insurance  rates,  2)  a 
belief  that  the  insurance  offered  was  not  comprehensive  and  consequently  not  worth  the  price;  and  3) 
among  those  who  said  they  could  afford  the  insurance,  being  young  and  in  good  health  was  also  cited  as 
a  reason. 

Other  Benefits 

Employee  benefits  beyond  health  insurance,  such  as  sick  leave,  paid  vacation  time,  and  employer 
supported  retirement  programs,  and  stock  options  are  other  components  of  compensation.  Historically, 
like  health  insurance,  temporary  workers  have  been  excluded  from  client  company  plans  because  client 
companies  do  not  consider  temporary  workers  employees  (see  Current  Law  and  Practice  section  above). 
Additionally,  job  stability  is  a  benefit.  While  most  workers  are  "at-will",  meaning  they  can  be  fired 
without  cause,  temporary  workers  experience  additional  job  instability  because  their  hirers  have  no 
commitment  to  continued  worker/hirer  relationships.  Many  firms  use  temporary  workers  when  they 
have  a  peak  in  demand,  and  consequently  temporary  workers  may  be  the  first  to  lose  w  ork  in  a 
recession.  According  to  the  BLS  Daily  Repor 
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The  Board  of  Supervisors  requested  that  the  Office  of  the  Legislative  Analyst  (OLA)  conduct  a 
survey  of  all  City  departments  to  determine  their  use  of  Geographic  Information  Systems  (GIS). 
Additionally,  the  Board  asked  the  OLA  to  research  the  possible  linkage  of  these  systems  and  to 
determine  whether  the  Board  of  Supervisors,  City  departments,  and  the  public  have,  or  could  have, 
access  to  them.  In  response,  the  OLA  surveyed  City  departments  regarding  which  departments  use 
GIS,  who  has  access,  whether  departments  without  GIS  use  GIS  services  of  other  departments,  and 
whether  departments  that  do  not  use  GIS  would  like  to  do  so. 


EXECUTIVE  SUMMARY 


Geographic  Information  Systems  are  computerized  tools  for  mapping  and  analyzing  information. 
Based  on  survey  results,  15  City  departments,  and  the  Redevelopment  Agency  currently  have  a 
Geographic  Information  System.  These  systems  can  be  described  as  decentralized.  However,  they 
have  the  potential  for  integration  because  they  share  common  features.  Currently,  most  GIS  users 
have  access  to  shared  data  from  DPW's  Basemap  files  and  the  Data  Library  program.  How  ever, 
many  Departments  do  not  submit  data  back  to  the  library  and  departments  may  not  use  available 
data.  Consequently,  data  sharing  typically  occurs  on  an  ad  hoc  basis.  The  current  system  may 
create  inefficiencies  because  separate  departments  may  create  the  same,  or  similar,  data  sets. 


Currently,  City  departments,  the  Board  of  Supervisors  and  the  public  have  limited  access  to  the 
City's  various  Geographic  Information  Systems.  While  providing  access  is  technically  possible, 
doing  so  would  require  technology  upgrades,  dedicated  staff  with  technical  expertise,  uniform 
Citywide  standards,  changes  to  the  Basemap  program  licensing  agreement  and  fee  structure,  and 
departmental  support.  Integrating  the  various  GIS  systems  in  the  City  and  expanding  opportunities 
for  the  use  of  GIS  to  other  City  departments  and  the  public,  offers  the  City  an  opportunity  to  achieve 
greater  efficiency  and  to  provide  a  public  service. 
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BACKGROUND 

As  noted,  a  Geographic  Information  System  (GIS)  is  a  computerized  tool  for  mapping  and  analyzing 
information.  A  GIS  is  capable  of  assembling,  storing,  manipulating,  and  displaying  geographically 
referenced  information  (data  identified  according  to  their  locations).  Practitioners  also  regard  the 
total  GIS  as  including  operating  personnel  and  the  data  that  go  into  the  system.1  GIS  allows  users  to 
create  graphic  displays  with  information  stored  in  a  spreadsheet  or  database  and  to  overlay  layers  of 
information  on  a  base  such  as  a  street  grid.  With  this  technology,  users  can  view  information  on 
maps  and  discern  relationships,  patterns,  and  trends  not  always  apparent  in  a  non-graphic  database 
format.  The  technology  has  a  variety  of  applications,  from  managing  environmental  cleanup  to 
project  planning  and  program  evaluation.  For  example,  the  Department  of  Public  Health  uses  GIS 
to  map  and  compare  the  density  of  injection  drug  users  to  HIV/ AIDS  incidence  and  prevalence,  in 
order  to  plan  intervention  strategies. 

The  most  widely  used  GIS  software  packages  are  ArcView  and  Maplnfo.  AutoCad  is  also 
commonly  used  for  architecture  and  urban  design.  These  software  programs  require  a  base  map, 
also  referred  to  as  the  primary  layer,  to  create  maps  and  conduct  analysis.  The  quality  of  the  base 
map  determines  the  level  of  accuracy  of  the  system.  Primary  layers  are  available  from  the  Census 
Bureau  at  no  cost  but  these  layers  are  not  highly  detailed  and  therefore  are  less  accurate  at  localized 
levels.  Complex  base  maps  that  include  features  such  as  curbs  and  block  and  lots  are  more  costly  to 
create  but  give  GIS  the  precision  necessary  for  public  works  and  planning  related  projects.  Systems 
that  rely  on  different  base  maps  cannot  easily  share  information  for  technical  reasons. 

GIS  in  the  City  and  County  of  San  Francisco 

Following  the  1989  Loma  Prieta  Earthquake,  the  City's  Electronic  Information  Processing  Steering 
Committee  (EISPC),  the  precursor  of  the  Committee  of  Information  Technology  (COIT),  began  to 
explore  the  potential  for  GIS  in  the  City.2  EISPC  established  a  Basemap  program  in  1993.  In 
September  and  October  of  1993,  aerial  photographs  were  taken  and  used  to  create  an  accurate 
(within  ±  2  ft)  computerized  base  map  of  San  Francisco.  The  Department  of  Public  Works/Office 
of  Geographic  Data  Services  (DPW/GDS)  oversaw  all  phases  of  the  Basemap  program,  which 
culminated  in  the  release  of  the  first  version  of  the  DPW/GDS  Basemap  data  files  in  1996. 
DPW/GDS  continues  to  maintain  and  expand  the  City's  Basemap  files.  The  Basemap  files  are 
currently  comprised  of  four  layers:  1)  digitized  aerial  photographs  (orthophotographs),  2)  assessor's 
blocks  and  lots,  3)  street  center  lines,  and  4)  curb  and  pavement  edges. 

In  addition  to  the  Basemap  program,  EISPC  planned  a  GIS  library  function  (in  which  departments 
would  share  the  most  accurate  data  with  one  another),  and  a  distribution  and  a  technical  assistance 
function.  The  library  currently  includes  50  layers,  which  include  Supervisorial  districts,  streetlights, 
fire  battalion  districts,  liquefaction  and  landslide  zones,  and  the  City's  essential  facilities.  The 
library  is  primarily  comprised  (approximately  80%)  of  files  that  DPW/GDS  develops  and  maintains. 

1  See  http://info.er.usgs.gov/research/gis/title.html,  April  20,  2001. 

2  COIT  is  the  policy-making  group  that  formulates  policy  and  defines  the  direction  of  Information  Technology  in  the 
City.  The  group  is  composed  of  the  Mayor's  Budget  Director,  a  member  of  the  Board  of  Supervisors,  the  Controller,  the 
Director  of  DTIS,  and  one  representative  from  each  of  the  following  six  work  areas:  1)  Public  Protection,  2)  Public 
Works,  3)  Human  Welfare  and  Neighborhood  Development,  4)  Community  Health,  5)  Culture  and  Recreation,  and  6) 
General  Administration  and  Finance. 
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Of  the  15  City  GIS  users,  only  3:  the  Planning  Department,  The  Department  of  Parking  and  Traffic, 
and  the  Public  Utilities  Commission,  provide  data  to  the  library. 

In  the  early  stages  of  the  program  (1992-1994),  EISPC  coordinated  the  Citywide  GIS  concept,  but 
the  group  disbanded.  Post  EISPC,  DPW/GDS  has  been  responsible  for  all  aspect  of  the  Basemap 
program  to  date.  Once  or  twice  a  year,  department  and  agency  subscribers  meet  to  receive  the 
Basemap  data  files  and  the  Data  Library  and  discuss  changes  to  the  files. 

In  June  1999,  DPW  conducted  a  technology  assessment  and  customer  satisfaction  survey  to  better 
understand  how  the  Basemap  data  files  were  being  used  in  the  customer's  environment  and  to  gauge 
the  level  of  client  satisfaction  with  the  Basemap  program's  products  and  services.  The  survey 
showed  that  DPW/GDS  had  primarily  emphasized  maintaining  the  Basemap  files.  Many 
departments  expressed  a  desire  for  DPW/GDS  to  play  a  greater  role  in  planning  and  developing  GIS 
applications,  and  in  providing  technical  assistance.  These  issues  remain  in  the  2001  OLA  Survey 
responses. 

Currently,  the  Department  of  Telecommunications  and  Information  Systems  (DTIS),  in  response  to 
departments  need  for  GIS  applications,  and  with  the  support  of  the  Mayor,  is  developing  an 
enterprise  GIS  plan.  Enterprise  GIS  means  a  geographic  information  system  that  encompasses  an 
entire  organization.  Many  smaller  systems  can  exist  within  it,  but  an  enterprise  GIS  consolidates 
them  all  into  one  accessible  system.  DTIS  will  serve  as  distributor,  integrator,  and  application 
provider.  Working  with  DPW,  DTIS  will  assume  responsibility  for  the  distribution  of  Basemap  data 
files  on  July  1,  2001.  DPW/GDS  will  continue  to  maintain  and  expand  the  City's  Basemap  files. 
According  to  DTIS  staff,  in  addition  to  distributing  GIS,  DTIS  plans  to  work  with  departments  to 
integrate  data  from  various  systems,  as  well  as  provide  user- friendly  web-enabled  mapping 
applications.  DTIS  has  initially  hired  2  FTEs,  and  a  GIS  manager,  to  meet  this  goal.  The 
Department  initially  budgeted  $316,000  to  GIS  and  its  proposed  FY  2001-2002  GIS  budget  is 
approximately  $600,000  (this  includes  $440,000  from  DPW).  DTIS  is  developing  strategies  to 
implement  the  Enterprise  GIS  approach,  and  has  a  Citywide  GIS  meeting  scheduled  for  May  30, 
2001. 

CURRENT  PRACTICE 

In  March  and  April  2001,  the  OLA  surveyed  all  City  departments  and  the  Redevelopment  Agency  to 
determine  GIS  use  and  linkage  and  accessibility  of  the  various  systems.  Of  the  62  departments  and 
agencies  surveyed  52,  or  84%,  responded.  According  to  the  survey  results,  16  respondents  (26%  of 
those  surveyed)  use  GIS,  including  the  Assessor-Recorder's  Office,  Planning,  the  Department  of 
Elections,  the  Emergency  Communications  Department,  Mayor's  Office  of  Emergency  Services,  the 
Office  of  the  Treasurer,  the  Port,  the  Police  Department,  Public  Health,  Real  Estate,  Department  of 
Telecommunications  and  Information  Services  and  the  Department  of  Traffic  and  Parking,  Muni, 
the  Bureaus  of  Public  Works,  the  San  Francisco  Public  Utilities  Commission,  and  the 
Redevelopment  Agency.  The  Office  of  the  Treasurer  and  the  Port's  Health  and  Safety  Group  have 
GIS  software  and  the  Basemap  files,  but  do  not  currently  use  their  systems  because  they  have  not 
had  the  necessary  staff  and/or  funding. 
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City  departments  and  agencies  use  GIS  in  three  principal  ways  (see  Attachment  1 :  Citywide 
Geographic  Information  Systems  for  more  detail): 

1)  Reference  -  for  example,  the  Assessor's  Office  researches  the  zoning  on  a  particular  parcel; 

2)  Mapping  and  analysis  -  for  example,  the  Planning  Department  analyzes  geographic  data  and 
presents  information  in  maps  and  reports. 

3)  Application  development  -  for  example,  DPW/Bureau  of  Street  Use  and  Mapping  coordinates 
street  construction  using  a  GIS  application. 

Based  on  the  OLA  survey,  departments  typically  have  a  user's  license  for  one  of  the  GIS  software 
packages  (such  as  Arc  View,  Maplnfo,  or  AutoCad)  which  they  maintain  on  a  desktop  computer  or 
on  an  internal  network.  Most  GIS  users  (14  of  16)  subscribe  to  the  DPW  Basemap,  which  includes 
the  Data  Library  program.  However,  they  utilize  the  Basemap  files  in  different  ways  based  on  their 
mission  and  needs.  Some  departments,  such  as  the  Assessor's  office,  use  the  Basemap  files  as  is. 
Others,  such  as  Planning  and  the  Emergency  Communications  Department,  alter  the  Basemap  files 
to  add  information  to  suit  their  particular  information  needs.  Most  GIS  users  import  and/or  create 
additional  layers  of  information,  which  are  specific  to  their  own  system.  Two  GIS  users  reported 
that  they  employ  other  basic  map  data  from  other  sources,  such  as  the  Census,  as  their  system's 
primary  layer  and  do  not  subscribe  to  the  Basemap  program.  In  short,  the  systems  throughout  the 
City  are  decentralized  and  operate  to  suit  the  particular  needs  of  the  department  employing  the 
system.  Therefore,  they  differ  considerably. 

While  GIS  is  an  integral  part  of  the  work  of  some  departments,  according  to  the  OLA  2001  survey, 
most  City  departments  that  responded  (74%)  do  not  use  GIS,  and  35  (62%)  of  the  non-users 
expressed  no  interest  in  access  to  GIS.  However,  12  departments  (38%),  including  Adult 
Probation,  Building  inspection,  Office  of  Citizens  Complaints,  Office  of  the  City  Attorney,  the 
Mayor's  Office  of  Community  Development,  the  Mayor's  Office  of  Economic  Development,  the 
Department  of  the  Environment,  the  Department  of  Human  Services,  Investigations,  the  Municipal 
Transportation  Agency,  the  Public  Library,  and  the  Sheriffs  Department,  expressed  interest  in 
access  to  GIS.  To  date,  these  departments  reported  that  they  have  not  had  the  capacity  (technical 
staff  and/or  resources)  or  the  volume  of  work  necessary  to  acquire  their  own  system  but  would 
benefit  from  access  to  GIS.  It  should  be  noted  that  Departments  vary  in  size  and  function  which 
should  be  considered  in  evaluating  survey  responses,  and  the  usefulness  of  GIS  may  vary 
accordingly  among  Departments. 

Fee  Structure.  GIS  software  costs  a  base  fee  of  approximately  $2,000  per  year  according  to  DTIS. 
Simple  primary  layers,  or  base  maps,  can  be  downloaded  from  the  Census  website  or  from  ESR1 
(the  producer  of  ArcView)  without  charge.  Complex  primary  layers,  rather  than  simpler  maps,  are 
usually  used  where  need  for  accuracy  justifies  the  cost. 

According  to  a  February  28,  2001,  Budget  Analyst  Report,  the  cost  of  maintaining  the  City  Basemap 
files  is  estimated  at  $538,676  for  FY  2001-02.  DPW/GDS  currently  recaptures  expenditures  on  a 
fee-for-service  and  work  order  basis.  The  Basemap  program  does  not  receive  General  Fund  support. 
In  1996,  DPW/GDS  began  charging  City  departments  subscription  fees  for  the  Basemap  files. 
Subscriptions  are  currently  $20,000  per  year,  which  generates  approximately  $400,000  annually, 
according  the  Budget  Analyst.  DPW/GDS  also  sells  the  Basemap  files  to  private  entities.  To 
participate  in  the  Basemap  program,  departments,  agencies  and  others  must  sign  a  license  agreement 
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that  prohibits  sharing  Basemap  file  information  with  other  departments  and  the  public  without  the 
express  consent  of  DPW/GDS.  According  to  DPW/GDS  staff,  this  licensing  approach  allows 
DPW/GDS  to  protect  its  investment  and  to  exclude  those  who  do  not  subscribe  from  use. 
According  to  DTIS,  as  the  process  of  GIS  data  distribution  transfers  on  July  1,  2001,  DTIS  will  re- 
examine these  current  cost-recovery  procedures. 

ISSUES/ANALYSIS 

System  Integration,  Coordination/Standards,  and  Information  Sharing 

Presently,  the  City's  Geographic  Information  Systems  are  generally  decentralized.  However,  most 
of  the  systems  have  features  compatible  with  centralization.  Specifically,  most  users  (14  of  1 6) 
subscribe  to  the  Basemap  and  use  shared  data  from  the  Data  Library.  As  discussed  above,  most 
users  do  not  submit  information  back  to  the  Data  Library,  and  they  employ  the  Basemap  with 
varying  levels  of  complexity.  Several  options  for  more  integrated  systems  exist,  including  a 
centralized  shared  system3,  more  coordinated  systems,  and/or  increased  information  sharing.  Each 
is  technically  possible  according  to  DPW  and  DTIS  staff.  To  integrate  the  various  system  within  the 
City  and  County  would  require  funding  for  technology,  Citywide  enforceable  standards,  designated 
staff  with  technical  expertise,  and  a  willingness  to  share  what,  to  this  point,  has  been  considered 
proprietary  data  by  departments  and  agencies. 

System  Integration/  Technology.  System  integration  could  be  achieved  through  Web-enabled  GIS 
applications  (computer  programs  that  are  tailored  for  use  on  the  Internet);  in  order  for  this  to  work, 
GIS  users  would  need  access  to  the  City's  Intranet.  The  1999  DPW  survey  found  that  many  users 
were  able  to  access  the  Intranet  but  exceptions  included  Planning,  DBI,  PUC  and  DPT,  where 
network  issues  must  still  be  resolved. 

Coordination  and  Citywide  standards.  Citywide,  GIS  varies  in  relation  to  level  of  sophistication. 
Some  departments  have  hired  staff  with  expertise  in  GIS  or  have  trained  existing  staff.  Other 
departments,  which  lack  funding  and/or  do  not  emphasize  GIS,  have  tended  to  fall  behind  in  their 
GIS  use.  According  to  the  1999  DPW  survey,  the  degree  of  sophistication  with  which  a  department 
uses  GIS  is  directly  correlated  to  the  presence  of  trained  staff  dedicated  to  this  work  and  the  priority 
the  department  placed  on  GIS.  Departments  have  usually  assumed  responsibility  for  securing 
technical  expertise  in  house  in  order  to  operate  GIS.  While  this  practice  has  worked  for  departments 
like  Planning,  other  departments  or  agencies  that  have  less  intensive  GIS  needs,  and  likely  do  not 
need  the  sophistication  of  the  DPW/GDS  Basemap  files,  have  not  invested  the  time  and  funds 
necessary  to  employ  GIS.  In  order  to  integrate  or  coordinate  systems,  the  various  users  would  need 
enforceable  standards,  in  terms  of  data  quality  and  format.  Additionally,  some  departments  will 
require  technical  assistance  to  meet  standards. 

Sharing  data.  The  DPW  Basemap  and  Data  Library  provide  a  foundation  for  data  sharing. 
According  to  the  1999  DPW  Assessment,  the  majority  of  departments  and  agencies  were  interested 


In  a  centralized  system,  the  Basemap  and  the  data  layers  departments  and  agencies  create  would  be  in  a  centralized 
location,  accessible  through  the  Intranet.  This  type  of  structure  would  probably  increase  efficiency  gained  through 
integration  and  could  decrease  departmental  autonomy  to  some  degree. 
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in  finding  out  what  data  other  departments  had  to  offer,  but  expressed  concern  about  releasing  their 
own  data,  which  they  regard  as  proprietary.  The  2001  OLA  survey  found  that  less  than  20%  of  GIS 
users  in  the  City  submit  data  to  the  library.  This  program  could  be  strengthened  if  departments  and 
agencies  were  encouraged  to  share  data  and  if  a  standardized  mechanism  for  data  distribution  to  and 
from  City  departments  were  created. 

Benefits  of  System  Integration.  The  City  would  gain  benefits  from  integrating  its  various  systems. 
Probable  benefits  include  increased  efficiencies,  more  available  data  that  could  inform  and  improve 
decision-making,  and  associated  cost  reductions.  For  example,  in  the  area  of  public  safety  several 
departments  (Mayor's  Office  of  Emergency  Services,  Police,  Fire,  Public  Health)  have  expressed 
interest  in  a  consolidated  emergency  management  GIS  application.  Such  an  application  could 
enable  multiple  city  departments,  at  locations  throughout  the  City,  to  view  uniform  and  consistently 
updated  map  data.  The  City  has  already  benefited  from  system  integration.  For  example,  the  PUC 
mapped  many  of  the  streetlights  Citywide  to  coordinate  repairs.  The  Planning  Department  has  used 
this  data  for  its  design  projects,  for  example  a  Citywide  illumination  plan. 

Several  large  metropolitan  cities,  including  Los  Angeles,  New  York,  Chicago,  and  Seattle,  have 
used  an  enterprise  GIS  approach  to  integrate  previously  unrelated  data  sets  into  a  common 
framework.  Additionally,  integrating  data  from  many  departments  into  a  single  "portal"  allows  for 
the  public  and  others  to  view  location-based  information. 

Access  -  Departmental,  Board  of  Supervisors,  and  Public 

Currently  in  San  Francisco,  City  departments,  the  Board  of  Supervisors  and  the  public  generally  do 
not  have  access  to  City  Geographic  Information  Systems  unless  they  specifically  request  maps 
and/or  information  (see  Attachment  1 :  Citywide  Geographic  Information  Systems  Survey,  for  more 
detailed  information).  Internal  and  public  access  to  the  system(s)  is  technically  possible  due  to 
continuous  technological  advancement  in  GIS  and  web-based  applications. 

Internal  Access.  Based  on  the  OLA  2001  survey,  several  departments,  such  as  the  Office  of 
Citizens  Complaints  and  the  Public  Library,  indicated  that  they  could  benefit  from  access  to  GIS, 
but  that  they  may  not  have  funding  and  technical  expertise  to  acquire  and  use  a  system.  Such 
departments  could  access  GIS  in  other  departments  through  the  Intranet4  or  though  a  work  order 
system.  The  current  cost  of  participation  in  the  Basemap  program  (about  $20,000  for  subscription 
to  the  basemap  and  a  minimum  of  $2,000/yr  for  software)  is  a  factor  for  some  departments.  The 
current  funding  system  for  the  Basemap  program  creates  a  disincentive  for  departments  that  may 
benefit  from  GIS  but  have  a  lower  level  need  and/or  do  not  require  the  accuracy  and  detail  of  the 
DPW  Basemap  files,  from  participating  in  the  Basemap  program.  Currently,  departments  of  this 
type  tend  to  not  use  GIS,  or  contract  outside  the  department  or  the  City  for  GIS,  or  set  up  a  GIS 
system  that  uses  simple  primary  layers.  However,  this  type  of  system  (as  discussed  above)  is  not 
easily  integrated  with  systems  that  use  the  Basemap  files  as  the  primary  layer.  Achieving  broader 
internal  access  may  best  be  accomplished  with  Intranet  technology  and  restructuring  of  the  DPW 
Basemap  license  arrangement  so  that  all  departments  could  have  access  to  GIS  and  the  accuracy  of 
the  DPW  Basemap  files. 


4  Intranet  is  the  use  of  Internet  technologies  within  an  organization. 
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Public  Access.  Currently,  the  public  has  limited  access  to  the  City's  various  Geographic 
Information  Systems.  The  public  may  use  the  Planning  Department's  Sfviewer  at  the  Planning 
Department  to  review  parcel  based  zoning  and  permit  information,  and  the  Department  of  Traffic 
and  Parking  makes  GIS  maps  available  to  the  public  upon  request.  However,  members  of  the  public 
do  not  have  the  ability  to  conduct  analysis  using  the  various  systems.  Additionally,  the  public  may 
not  use  the  Basemap  data  files  without  paying  a  user  fee  and  entering  into  a  license  agreement. 

Available  technology  can  provide  system  access  to  the  public  through  the  Internet.  Cities,  including 
Los  Angeles,  Oakland  and  Vallejo,  provide  services  online  (See  http://gis.lacity.org  for  the  Los 
Angeles  Web  page  entry  to  its  GIS  services).  In  Los  Angeles,  GIS  allows  the  public  to  obtain 
permits  and  other  services  online.  Information  such  as  land  use  and  zoning,  occupancy/vacancy 
rates,  and  property  size  (square  feet)  is  available  on  the  City  of  Vallejo 's  website.  Oakland's  online 
map  room  shows  parcel  zoning  information,  crime  statistics,  and  location  of  public  facilities  and 
service  areas.  These  GIS  applications  allow  the  public  to  view  specific  building  and  demographic 
characteristics  about  the  cities  and  their  neighborhoods.  Public  access  to  this  information  on  the 
Internet  allows  24-hour  access  to  information  and  would  be  expected  to  reduce  demand  for  staff 
time  to  address  such  information  requests. 

The  OLA  survey  found  that  several  departments,  including  Planning,  Public  Health,  Muni,  Real 
Estate,  and  the  PUC  are  pursuing  external  (public)  GIS  access.  These  efforts  could  be  coordinated 
through  DTIS. 

CONCLUSION 

City  departments  use  GIS  to  improve  both  their  operations  and  analytical  functions.  DPW/GDS  has 
developed  and  coordinated  the  creation  of  the  City's  Basemap  files.  However,  Citywide  GIS  has 
lacked  coordinated  planning  and  support.  One  result  is  that  departments  maintain  their  own 
systems.  Some  further  level  of  system  integration  could  reduce  replication  and  redundancy  and 
improve  information  sharing  among  departments.  Expansion  of  the  existing  Data  Library  program 
could  have  a  productive  effect,  as  well.  DTIS  staff  has  stated  the  goal  to  provide  GIS  services  to  all 
City  departments  while  developing  a  model  that  fairly  distributes  the  cost  to  maintain  and  manage 
data. 

Currently,  City  departments,  the  Board  of  Supervisors  and  the  public  have  limited  access  to  the 
City's  various  Geographic  Information  Systems.  Providing  access  is  technically  possible.  To 
achieve  this  goal,  the  Board  may  consider  encouraging  technology  upgrades,  dedicated  staff  with 
technical  expertise,  Citywide  standards  regarding  information,  and  changes  to  the  Basemap 
licensing  program  structure  and  funding  for  basemap  maintenance.  A  range  of  overall  funding 
mechanisms  might  be  explored  as  well.  Integrating  GIS  Citywide  and  expanding  access  and  use  of 
GIS  to  other  City  departments  and  the  public  offers  an  opportunity  for  the  City  to  work  more 
efficiently  and  to  provide  a  public  service. 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


Attachment  1 :  Cityyvtde  Geographic  Information  Systems 


|  City  Department 

GIS  Usage 

System  Access 

'Assessor-Recorder's 

; Research  assessor's  parcels 

j Department  only 

bffice 

Planning  Department 


Department  of 
Elections 


Department  of  Public 
Health 


Staff  uses  Sfviewer,  an  application  written  |SfViewer  available  at  public  PC  on  the 
by  the  GIS  group  at  DPW,  for  the  Basemap  first  floor  of  1660  Mission  Street,  for 
and  aerial  photos.  Also  use  GIS  for  land  uselzoning  and  permit  information. 


studies  and  for  preparing  graphics  that  go 
into  reports  or  before  the  Planning 
Commission. 


Otherwise,  Department  only 


Drawing  district  lines  and  precinct  lines,  to 
locate  polling  places,  and  to  look  up  address 


Service  assessment  and  program 
planning,  for  example,  analysis  of  91 1 
calling  patterns  and  pedestrian  injury  data. 
Program  Evaluation,  for  example, 
distribution  of  mental  health  providers  and 
mapping  of  substance  abuse  services  and 
clients.  Health  Risks  and  Exposures,  for 
example,  locations  of  vulnerable  clients  in 
emergency  situations,  mapping  of  liquor 
licenses  and  gunfire  incidents,  and  density 
mapping  of  injection  drug  users  and 
HIV/Aids  incidence  and  prevalence. 


Department  only 


Currently,  Department  only.  Website 
viewing  maps  is  planned  to  be  available. 
Displays  will  be  on  the  DPH  Intranet 
:(accessible  only  to  DPH),  Citywide 
Intranet  (accessible  by  other  departments 
and  the  Board  of  Supervisors),  and 
.Internet  (accessible  to  the  general  public). 
|GIS  manager  will  determine  access 
;  limitations  in  order  to  ensure 
confidentiality. 


Department  of  Public 
Works 


Permit  system,  provides  drawing  tools  for 
street  excavation  permits,  and  automates 
processing  of  permits  by  integrating  various 
street  data  using  common  data  from  the 
Basemap.  Street  construction 
coordination,  compiles  5-year  plans  from 
all  agencies  and  companies  that  excavate 
streets  and  coordinates  permits  using  system 

lag  other  construction  in  the  area. 
Other,  systems  such  as  complaints, 
inspection,  and  urban  forestry  also  use  the 
Basemap  to  plan,  locate  and  report  on 
services.  Presentations,  maps  are  created 
routinely  for  presentations  and  public 
information. 


Sewer  map  is  available  on  GDS  Intranet 
site,  street  construction  information  is 
available  on  the  Bureau  of  Streets  and 
Mapping  internal  site,  new  applications 
are  being  developed  for  sewer  repair 
mapping,  side  sewer  permits,  street 
construction  coordinator  (5-year  plan). 
Working  to  develop  sewer  information  on 
the  Internet  so  City  Departments,  like  the 
PUC,  without  Intranet  access,  can  access 
the  information. 
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Department  of 
Telecommunications 
and  Information 
Services 

Application  development:  As  the  overall 
application  development  provider  for  the 
City,  DTIS  implements  GIS  application 
development  on  a  contractual  basis  for 
several  departments  (Real  Estate,  Assessor, 
Recreation  and  Park),  Telecommunications 
infrastructure  management:  DTIS  has 
recently  begun  to  manage  the  City's 
telecommunications  assets  using  Arc  View. 
Staff  update  and  maintain  changes,  and 
work  with  outside  contractors. 

DTIS  does  not  provide  GIS  information  to 
outside  departments,  the  Board  of 
Supervisors,  or  to  the  public.  DTIS  is 
working  to  implement  an  enterprise 
approach  to  GIS,  with  the  department 
serving  as  distributor,  integrator,  and 
applications  provider.  In  this  capacity, 
DTIS  will  assist  with  provision  of  City 
GIS  information  to  City  departments,  the 
Board  of  Supervisors  and  the  public. 

Department  of 
Traffic  and  Parking 

Monitors  and  tracks  traffic  collision 
statistics;  inventory  of  traffic  signal 
equipment;  display  and  tracking  of 
Residential  Permit  Parking  areas;  planning 
and  tracking  of  traffic  signal  construction 
projects;  area  wide  school  safety  studies; 
display  of  traffic  speed  limits;  display  of 
functional  street  classifications;  and 
planning  for  street  traffic  calming  projects. 

GIS  maps  or  displays  are  available  to  the 
public  on  an  as-requested  basis.  Traffic 
signal  database  has  been  made  available 
to  other  City  department  through  the  GIS 
Data  Library  maintained  by  DPW. 
Electronic  GIS  applications  are  not 
released  to  the  public  or  private 
consultants  unless  permission  to  use  the 
City  GIS  Basemap  is  obtained  first  from 
DPW. 

Emergency 
Communications 
Department  (ECC) 

Emergency  response  planning. 

The  San  Francisco  Police,  Juvenile 
Probation,  and  Emergency 
Communications  Department  use  ECC 
data  currently  and  the  Sheriff  may  soon 
use  the  ECC  system. 

Mayor's  Office  of 
Emergency  Services 
(OES) 

Emergency  planning  -  identifies  and  plans 
for  specific  emergency  responses,  such  as 
rotation  power  outages.  Training  and 
Exercising  -  Simulation  of  problems, 
modeling.  Emergency  response  - 
identifies  areas  of  concern,  post  emergency 
response  action 

Department  only  due  to  confidentially 
agreements. 

Muni 

In  development  for  use  in  daily  operations 
as  well  as  long-range  planning  and  service 
planning. 

Currently,  Department  only.  In  the  future, 
both  systems  will  have  a  web  interface, 
and  the  public  will  be  able  to  access  bus 
schedules  and  other  information. 

Office  of  the 
Treasurer 

Due  to  turnover  of  key  personnel,  the  GIS 
system  is  not  in  use.  The  Office  of  the 
Treasurer  intends  to  utilize  the  system  once 
Maplnfo  training  is  provided. 

Not  available  outside  of  the  department 
due  to  confidentially  agreements. 
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The  Police 
Department 

This  system  is  new  and  is  still  being 
developed.  In  particular,  the  Police 
Department  plans  to  link  its  Records 
Management  System  (RMS)  with  GIS  for 
crime  mapping  and  management,  program 
planning  and  evaluation,  and  grant  proposal 
requirements. 

Department  only. 

Port  of  San  Francisco 

The  Port's  engineering  division  uses  GIS  for 
a  variety  of  studies.  The  Environmental 
Health  and  Safety  group  has  GIS  but  found 
an  easier  system  and  process  (the  Basemap 
process  was  cumbersome  according  to  the 
Port)  in  which  to  manage  environmental 
information. 

Department  only. 

Real  Estate 

Currently  a  test  system  is  being  used  to 
locate  City-owned  property,  leasehold 
interests  and  a  limited  number  of  City 
facilities.  Future  plan  to  use  the  City's 
Basemap  as  an  index  to  access  detailed 
property  information  regarding  City-owned 
land,  facilities,  or  leaseholds  and  department 
jurisdiction. 

Currently,  Department  only.  Future 
plans  include  a  web  version,  which  would 
be  made  available  with  three  level  of 
security.  The  third  level  would  be  for 
internal  use;  level  two  would  be  for  Board 
of  Supervisors,  Mayor's  Office,  and  level 
one  could  eventually  make  City  property 
information  available  to  the  public. 

Redevelopment 
Agency 

Mapping,  land  use  data,  zoning  and 
preliminary  blight  analysis 

Agency  only. 

SFPUC  -  Bureau  of 
Light  and  Power 

for  street  lighting  maintenance  and 
inventory 

Department  only. 

SFPUC  -  City 
Distribution  Division 

Accessing  City's  water  distribution  system 
information  and  electronic  gatebook  for 
valves,  gates,  pressure  zones  tracking  and 
adjustments  on  real  time  basis  by 
operational,  engineering  and  management 
staff. 

Department  only.  However,  other  City 
departments  can  have  access  to  most  of 
the  information  indirectly  from  the 
Arc  IMS  server  if  they  have  access  to  the 
PUC  intranet  (system  maintained  by  PUC- 
BMIS). 

SFPUC  -  Water       1  Watershed  and  fire  management  and 
Supply  &  Treatment  ; threatened  species  monitoring.  Currently 
-  Land  and              developing  a  GIS  system  for  management  of 
Resources               ;Right-of-Way  lands,  including  maintenance 
Management  Section  of  property  data,  encroachment  monitoring, 

j incident  reporting  and  facilities  mapping. 

;Map  production  for  operations  and  planning 

1 

City  department  and  public  access  to  GIS 
data  is  available  on  request.  Access  to 
GIS  data  by  other  departments  and  the 
public  is  planned  via  Internet  or  Intranet. 

Source:  OLA  Survey,  April  2001. 
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SUBJECT: 


SUMMARY  OF  REQUESTED  ACTION 

Your  office  asked  the  Office  of  the  Legislative  Analyst  (OLA)  for  a  jurisdictional  analysis  of  comprehensive 
long-range  planning  processes  which  include  significant  neighborhood  and  community  input. 

EXECUTIVE  SUMMARY 

Community  based  planning  is  an  evolution  and  reinvention  of  traditional  planning,  particularly  specific  area 
plan  development.  It  is  developing  at  a  time  when  there  is  a  perception  in  many  cities  that  planning  "from  the 
top  down"  has  failed  in  the  neighborhoods.  Community  based  planning  is  inclusive,  bringing  in  all 
stakeholders,  including  neighborhood  residents,  regularly  participating  groups,  advocates,  planners  and 
businesses,  and  bringing  them  in  at  the  beginning  of  the  process  rather  than  having  them  respond  to  a  finished 
plan.  Community  based  planning  makes  mixed  use  development  an  integral  objective  of  the  process, 
considering  and  combining  housing,  commercial  and  transportation  components  together,  rather  than  addressing 
them  separately.  The  process  takes  advantage  of  the  contributions  of  experts  such  as  city  planners  and  the 
knowledge  of  neighborhood  residents,  who  know  the  neighborhood  best.  Successful  community  based  planning 
considers  the  character  of  a  particular  neighborhood  or  community,  within  the  context  of  the  city  as  a  whole. 

BACKGROUND 

Problems  with  traditional  Comprehensive  Planning  were  noted  as  early  as  the  1960's.  Criticism  included 
assertions  that  meaningful  public  debate  on  comprehensive  planning  is  virtually  impossible  because  of  its  scope 
and  generality,  and  that  the  role,  power  and  knowledge  of  planners  is  too  limited  for  them  to  prepare  a 
comprehensive  plan.' 

In  the  1990's,  a  shift  in  viewpoint  occurred,  with  the  idea  that  the  growing  practice  of  consensus  building  as  a 
method  of  deliberation  provides  the  opportunity  to  reformulate  the  idea  of  comprehensive  planning,  built  on 
different  conceptions  of  knowledge,  authority,  analysis  and  public  participation  than  traditional  comprehensive 
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planning.  Consensus  building  is  a  specific  type  of  group  process  involving  extensive  discussion  among  a  wide 
range  of  stakeholders:  individuals,  or  their  representatives,  with  interests  in  the  outcome.  It  proceeds,  not 
through  formalities  ~  which  may  emphasize  differences  -  but  through  structured  discussion  which  seeks 
common  ground.  As  a  group,  participants  can  learn  about  one  another'  interests/concerns,  challenge 
assumptions,  reframe  issues  and  jointly  develop  strategies.  Rules  normally  require  unanimity  among 
participants,  or  at  least  willingness  by  all  members  not  to  oppose  a  proposal  before  a  proposal  is  put  forward. 
Consensus  planning  is  increasingly  seen  as  an  alternative  to  continuous  conflict  over  issues,  and  formal 
processes.  It  is  seen  as  replacing  one-way  communication  at  formal  hearings  ~  whether  citizen  to  agency, 
department  or  board  or  vice  versa  —  with  two-way  dialogue.  Community  based  planning  is  a  type  of  consensus 
planning. 

San  Francisco  has  a  tradition  of  community  based  planning.  In  the  1970's,  Community  Development  Block 
Grant  funding  (CDBG)  was  directed  at  community  planning  efforts.  Community  Development  Block  Grant 
money  was  administered  by  the  Mayor's  Office  of  Community  Development  (MOCD),  providing  dollars  to  the 
Planning  Department  for  a  neighborhood  planning  group.  The  group  was  dissolved  in  the  early  1980's. 
Community  revitalization  projects  were  undertaken  for  Third  Street,  16th  Street,  and  24th  Street.  In  the  late 
1970's,  the  federal  Model  Cities  program  allocated  funding  for  community  service  programs  to  non-profit 
community  development  corporations  (CDC's),  of  which  programs  like  BART's  Fruitvale  transit  oriented 
development,  are  descendants.  Moneys  were  also  available  in  the  1970's  through  the  federal  RAP  program 
(Rehabilitation  Assistance  Program)  for  community  improvements  such  as  house  painting,  for  example.  These 
federal  and  local  programs  were  precursors,  and  share  basic  elements,  of  community  based  planning. 

In  the  1980's  in  San  Francisco,  a  number  of  specific  plans  were  developed  including  the  Downtown  Plan,  and 
the  South  of  Market,  Chinatown,  and  Van  Ness  Avenue  Plans.  At  that  time,  the  Neighborhood  Commercial 
Plan  and  zoning,  and  rezoning  of  the  Tenderloin  were  also  implemented.  These  planning  efforts  were  spurred, 
in  part,  by  market  forces  during  the  boom  cycle  of  the  period,  including  burgeoning  office  and  hotel 
development  downtown  which  began  to  overflow  into  surrounding  neighborhoods,  especially  Chinatown  and 
SOMA  (office  development)  and  the  Tenderloin  (hotel  development).  The  planning  efforts  sought  to  address 
and  contain  office  development  within  the  downtown  core,  and  protect  affected  neighborhoods.  The  specific 
plans  and  rezoning  included  outreach  to  stakeholders  throughout  the  planning  process.  The  planning  processes 
for  the  specific  plans  also  typically  included  environmental  review  and  plan  development,  with  specific,  formal 
public  access  points  such  as  initial  public  notice  of  a  proposal  or  planning  effort  and  receipt  of  public  comment; 
publication  of  a  draft  report  for  public  review  and  comment,  and  an  approval  hearing. 

Community  based  planning,  expands  these  earlier  planning  processes.  It  emphasizes  bringing  all  stakeholders 
together  at  the  beginning  in  a  generally  informal,  non-hierarchical  context,  to  develop  a  plan  collaboratively. 
Community  planning  replaces  more  top  down  planning  with  consensus  planning,  integrating  bottom  up 
planning  (that  is,  neighborhood/stakeholder  input),  from  the  start.  Community  based  planning  initiatives  are 
now  underway  in  San  Francisco's  Better  Neighborhoods  2002  program  and  in  other  jurisdictions,  for  example, 
in  Oakland  (Fruitvale  BART  station  Transit  Oriented  Development  [TOD]),  and  San  Jose  (Strong 
Neighborhoods  Initiative). 
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ANALYSIS 

SAN  FRANCISCO 

Better  Neighborhoods  2002 

The  Better  Neighborhoods  2002  community  based  planning  program  (BN2002)  of  the  San  Francisco  Planning 
Department  is  known  to  most  stakeholders  concerned  about  land  use  planning  in  the  City.  It  is  generally 
considered  a  successful  effort,  as  evidenced  by  the  fact  that  neighborhoods  are  queuing  up  to  enter  the  program 
which  is  currently  limited  to  three  neighborhoods:  Balboa  Park,  the  Central  Waterfront,  and  Upper 
Market/Octavia  Boulevard. 

The  Better  Neighborhoods  2002  process  includes  ongoing  discussion  with  residents  in  each  of  the 
neighborhoods  through  a  series  of  public  workshops,  walking  tours  of  the  neighborhood,  bus  tours  of  other 
neighborhoods,  focused  meetings  and  discussion  groups  held  throughout  the  neighborhoods,  and  other  public 
activities  and  events.  Better  Neighborhoods  identifies  eight  Key  Elements  of  a  Great  Neighborhood.  They  are: 

•  Special  Character 

•  Part  of  the  Whole  (A  neighborhood's  relation  to  the  City) 

•  Getting  Around  Easily  (Choice  in  transportation  modes,  reduced  reliance  on  the  automobile) 

•  Walk  to  Shops 

•  Safe  Streets 

•  Gathering  Places  (parks,  plazas,  sidewalks,  shops) 

•  Housing  Choices 

•  City  Services 

Funding  for  BN2002  is  General  Fund  moneys,  almost  exclusively  (about  $1.3  million  per  Better  Neighborhood). 
The  Balboa  Park  Better  Neighborhood  also  received  a  TCSP  (Transportation  and  Community  and  System 
Preservation  Pilot  Program)  grant. 

Augmenting  BN2002  alone  does  not  address  land  use  planning  for  the  whole  City.  BN2002  addresses  relatively 
small  areas  of  the  City.  As  the  name  and  geographical  focus  imply,  BN2002  creates  consensus  about  one 
neighborhood  at  a  time.  Better  Neighborhoods  planning  is  taking  place,  however,  in  the  context  of  overall 
planning,  by  planners  at  the  Planning  Department  with  a  citywide  view  based  on  the  General  Plan.  This 
planning  combines  background,  planning  concepts  and  data  collection  regarding  housing,  transportation, 
commerce  and  industry  trends,  and  so  on.  Development  of  the  associated  Strategic  Action  Plan  is  currently 
ongoing.  Resulting  policy  would  be  incorporated  in  the  General  Plan  and  implementing  ordinances. 

OTHER  JURISDICTIONS 

Fruitvale  BART  Station  Transit  Oriented  Development,  Oakland,  California 

This  development  is  considered  a  successful  community  based  planning  effort,  and  the  process  is  being 
replicated  at  other  BART  station  areas.  This  redevelopment  project  represents  a  large  public/private  partnership 
to  create  a  mixed  use  development  on  approximately  20  acres  surrounding  the  Fruitvale  BART  station  in 
Oakland.  The  Fruitvale  BART  Transit  Village  will  include  affordable  and  on-site  senior  housing,  a  health 
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clinic,  senior  and  child  care  centers,  social  services  and  a  library;  space  for  non  profit  organizations  is  included. 
Open  space  will  include  a  plaza  linking  the  BART  station  and  the  transit  oriented  development  to  the  retail  area 
centered  at  International  Boulevard  (formerly  East  14th  Street);  the  open  space  will  accommodate  business  carts 
and  cultural  activities,  and  a  bike  station  will  be  provided.  The  project  includes  facade  improvement  and 
support  for  businesses  on  the  key  bordering  arteries  of  Fruitvale  Avenue  and  International  Boulevard. 
The  Fruitvale,  as  it  is  called,  is  considered  the  business  and  cultural  center  for  Oakland's  Latino  community. 
The  public-private  partnership,  includes  BART,  the  City  of  Oakland,  La  Clinica  de  la  Raza  and  others  as 
indicated  below. 

The  project  cost  is  estimated  at  $100  million.  Primary  flinders  include  the  City  of  Oakland  with  federal 
Enhanced  Enterprise  Community  and  Community  Development  Block  Grant  funds,  and  the  federal  Department 
of  Housing  and  Urban  Development  (HUD),  which  is  supporting  the  senior  housing  development.  The  City  of 
Oakland  has  awarded  grants  as  noted.  The  Environmental  Protection  Agency  (EPA)  provided  some  funding  for 
site  assessment.  And  more  than  $1  million  has  been  raised  from  a  variety  of  other  sources  including  private  and 
corporate  foundations.  Early  planning  money  was  provided  by  the  US  Department  of  Transportation  and  the 
city.  The  facade  improvement  and  support  for  existing  businesses  on  Fruitvale  Avenue  and  International 
Boulevard  will  be  supported  with  Hope  6  HUD  funding  and  an  anticipated  grant  from  the  National  Trust  for 
Historic  Preservation  through  its  national  Main  Street  Project."  The  project  is  now  within  a  Redevelopment 
Area,  as  well. 

Planning  for  the  Fruitvale  Transit  Village  and  upgrading  of  the  surrounding  area  has  involved  numerous  players 
around  the  common  goal  of  mixed  use  development.  The  provision  of  health  care,  child  care,  senior  services, 
transportation,  shopping  and  cultural  events  show  promise  for  strengthening  the  fabric  of  the  community.  The 
project  is  being  developed  in  phases,  with  senior  housing  built  in  a  "pre-phase"  (now  complete  and  occupied). 
About  70  senior  housing  units  have  been  completed.  The  central  core  of  the  project  (totaling  about  135,000 
sq.ft.),  including  affordable  housing  (about  45  units),  health  clinic,  child  care,  senior  center  and  pedestrian 
walkways  will  begin  construction  in  2001  with  consolidation  of  existing  BART  parking  lots  in  a  garage  to  allow 
for  development  of  the  transit  village  on  existing  surface  parking  lots.  Associated  retail  space  will  also  be 
developed.  Development  of  the  entire  project  is  expected  to  take  up  to  ten  years. 

The  project  received  more  than  50  applications  from  existing  merchants  for  facade  improvement  support  as 
local  business  skepticism  shifted  to  support  for  the  project.  As  a  result  of  the  project,  the  City  of  Oakland 
created  a  new  transit  zone  which  allows  high  density  multi-use  developments  at  other  BART  stations  in 
Oakland. 

San  Jose 

San  Jose  has  a  comprehensive  community  planning  program,  entitled  the  Strong  Neighborhoods  Initiative.  The 
city  has  identified  about  20  neighborhoods  ranging  from  about  4,000  to  20,000,  in  terms  of  population,  totaling 
about  300,000  people,  or  about  one-third  of  the  city.  While  the  first  focus  is  on  areas  most  in  need  of  public 
investment  and  support,  including  the  most  deteriorated  infrastructure  and  housing  stock,  resources  are  not 
concentrated  in  one  area.  The  city's  council  members  choose  the  neighborhoods,  and  projects  are  located  in  all 
but  two  of  ten  council  districts.1" 

San  Jose's  community  planning  effort  is  characterized  by  teams,  ranging  from  neighborhood  teams  to  city  teams 
including  planners  and  city  service  providers,  public  works,  parks,  transportation,  and  police  departments. 
There  is  also  a  city  council  office  liaison,  who  attends  all  meeting,  so  that  there  is  constant  communication  with 
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the  elected  official's  office.  The  initiative  can  be  compared  to  community  policing,  in  which  beat  cops  become  a 
part  of  the  neighborhood.  Regarding  funding,  the  city  is  working  to  declare  all  of  the  neighborhoods  in  the 
program  as  redevelopment  areas,  as  the  city's  redevelopment  agency  is  strongly  positioned  as  a  funding  base. 
The  program  includes  a  commitment  to  stay  in  the  community,  including  long-term  commitment  in  the  form  of 
30-year  redevelopment  area  designation. 

San  Jose's  community  planning  group  has  identified  eight  situations  when  teams  outperform  individuals 
(community  based  planning  is,  of  course  based  on  a  team,  or  consensus,  approach):  When  the  task  is  complex; 
creativity  is  needed;  the  path  forward  is  unclear;  more  efficient  use  of  resources  is  required;  fast  learning  is 
necessary;  high  commitment  is  desirable;  the  implementation  of  a  plan  requires  the  cooperation  of  others,  and 
the  task  or  process  is  cross-functional.  The  Strong  Neighborhoods  Initiative  embodies  all  of  these  situations, 
and  the  organizational  framework  of  the  initiative  is  built  around  cross-functional  teams. 

Perhaps  most  important,  each  of  the  Strong  Neighborhood  areas  has  a  city  staff  neighborhood  team  responsible 
for  organizing  the  community,  developing  a  neighborhood  improvement  plan,  and  implementing  community 
priorities.  This  neighborhood  team  is  a  diverse  group  of  people  working  together  for  the  common  goal  of 
strengthening  neighborhoods. 

The  neighborhood  team  is  responsible  for  working  with  the  community  members  in  a  specific  neighborhood, 
considered  by  San  Jose  planners  as  essential  to  developing  a  true  partnership  with  neighborhoods.  This  team 
becomes  the  link  between  the  community,  the  plan  it  creates,  and  the  city  organization.  Its  role  is  to  assist  in 
creation  and  implementation  of  the  plan.  The  team  also  provides  a  first  point  of  contact  for  residents  and  other 
staff  working  in  that  community.  The  core  members  of  the  city's  neighborhood  team  are  Parks,  Recreation,  and 
Neighborhood  Services;  Planning;  Building,  and  Code  Enforcement;  the  Redevelopment  Agency;  and  in  areas 
of  high  crime  the  Police  Department.  A  typical  core  team  will  consist  of  a: 


•  Community  Coordinator  from  the  Neighborhood  Services  Division, 

•  Senior  Planner  or  Planner  from  the  Plarrning  Division, 

•  Assistant  from  the  Council  office 

•  Code  Inspector  from  the  Code  Enforcement  Division, 

•  Development  Officer  from  the  Redevelopment  Agency,  and 

•  Lieutenant  from  the  Police  Department  (in  areas  of  high  crime) 

Many  departments  that  are  essential  to  the  success  of  the  Strong  Neighborhoods  Initiative  provide  support  to 
this  core  team  and  assign  staff  to  individual  neighborhoods.  Typically  these  staff  must  cover  a  larger  number  of 
neighborhoods  than  members  of  the  core  team.  Most  neighborhood  teams  have  support  from: 

•  Department  of  Transportation 

•  Housing/Neighborhood  Housing  Services 

•  Public  Works 

•  Office  of  Economic  Development 

•  Other  Divisions  in  Parks  Recreation  and  Neighborhood  Services 

•  And  other  departments  and  agencies  on  a  case  by  case  basis 
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By  design  the  neighborhood  team  is  non-hierarchical.  Though  there  is  a  team  leader,  this  does  not  imply  a 
reporting  relationship.  The  individual  members  of  the  team  still  report  back  to  their  respective  department,  but 
collectively  the  team  is  responsible  for  the  work  in  its  individual  neighborhood. 

The  Neighborhood  Services  community  coordinator  has  primary  responsibility  for  community  outreach  and 
organizing.  During  the  planning  phase  this  means  taking  the  lead  in  developing  a  neighborhood  advisory 
committee,  and  providing  outreach,  logistical  support  for  the  advisory  committee  meetings  and  community 
workshops.  In  the  implementation  phase,  the  community  coordinator  will  serve  as  team  leader.  The  community 
coordinator  will  take  the  lead  in  working  with  community  members,  city  departments  and  outside  agencies  to 
implement  the  neighborhood  improvement  plan.  Throughout  the  initiative  their  role  is  that  of  facilitator  of 
community  involvement  and  coordinator  of  plan  implementation. 

During  the  planning  phase  the  planner  will  be  the  team  lead  and  will  be  responsible  for  coordinating  with  other 
team  members,  departments,  and  agencies  for  providing  direction  to  consultants.  During  this  initial  period  the 
role  of  the  team  is  to  support  the  creation  of  a  community  driven  neighborhood  improvement  plan.  The  planner 
will  bring  the  team  together  to  assist  with  data  gathering,  developing  the  advisory  committee,  and  supporting  the 
consultant  team. 

During  the  planning  phase  the  development  officer  from  the  Redevelopment  Agency  will  be  the  lead  on  all 
redevelopment  projects  and  opportunities  within  the  neighborhood. 

The  code  enforcement  inspector  acts  as  a  liaison  to  coordinate  the  delivery  of  code  enforcement  services  in  the 
area.  The  inspector  will  play  a  key  role  in  surveying  the  area  for  blight  and  determining  the  focus  of  future 
enforcement  efforts.  They  will  work  with  inspectors  assigned  to  the  area  as  well  as  providing  direct  service. 

The  Strong  Neighborhoods  Initiative,  thus  links  residents,  planners,  city  service  providers,  city  council  and 
neighborhood  services  staff  together  in  a  team  that  collaboratively  creates  a  neighborhood  plan  and  provides  for 
its  implementation. 

CONCLUSION 

Community  based  planning  is  an  evolution  and  reinvention  of  traditional  planning,  particularly  specific  area 
plan  development.  It  is  inclusive,  bringing  in  all  stakeholders,  including  residents  of  the  neighborhoods,  as  well 
as  regularly  participating  groups,  advocates,  planners  and  businesses,  and  bringing  them  in  at  the  beginning  of 
the  process  rather  than  having  them  respond  to  a  finished  draft  plan.  Community  based  planning  makes  mixed 
use  development  an  integral  objective  of  the  process,  considering  and  combining  housing,  commercial  and 
transportation  components  together,  rather  than  considering  them  separately.  The  process  takes  advantage  of 
the  contributions  of  experts  such  as  city  planners  and  the  knowledge  of  neighborhood  residents,  who  know  the 
neighborhood  best.  Successful  community  based  planning  considers  the  character  of  a  particular  neighborhood 
or  community,  within  the  context  of  the  city  as  a  whole. 

Key  Elements  of  Community  Based  Planning 

Based  on  research  for  this  report,  including  interviews  with  persons  involved  in  community  based  planning,  key 
elements  of  successful  community  based  planning  include: 
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•  Goals.  BART  planning  staff  advise  that  community  based  planning  participants  start  by  identifying  what  the 
key  goals  are  for  the  overall  process.  These  will,  in  turn  begin  to  dictate  what  the  project  is.  BART  is  now 
committed  to  transit  oriented  development  at  its  stations.  (Fruitvale  is  just  one  example.) 

•  Inclusiveness.  Successful  community  based  planning  includes  all  stakeholders. 

■  Diversity.  This  follows  from  the  above  item.  The  diversity  of  the  community  is  considered. 

•  Networks.  Persons  interviewed  encouraged  use  of  existing  networks  of  community  groups:  formal  lists  and 
information  exchanges  with  group  leaders. 

■  General  versus  specific.  Those  interviewed  noted  that  it  is  good  to  begin  at  the  general  level,  rather  than  going 
to  the  level  of  detail  of  a  specific  project,  or  type  of  project,  level.  Examples  of  the  general  include,  What  do 
stakeholders  want  the  process  to  be?  What  do  they  want  to  get  from  the  process?  What  kind  of  input  to  they 
want? 

•  Related  Questions.  These  might  include:  What  do  people  like  about  their  community?  What  don't  they  like0 
What  do  they  want  to  change? 

•  Asset  building.  The  San  Jose  Strong  Neighborhoods  Initiative  and  Better  Neighborhoods  both  place  emphasis 
on  identifying  a  neighborhood's  special  character  and  strengths  and  building  on  them,  a  positive  rather  than 
negative  approach. 

•  Acknowledgement  of  the  uniqueness  of  the  planning  project  or  area.  BART  staff  advise  that  "one  size  fits 
all,"  does  not  apply. 

■  Recognition  of  the  value  of  all  stakeholders.  Planners  have  professional  expertise  critical  to  community  based 
planning,  in  the  areas  of  transportation,  urban  design,  and  open  space,  for  example.  At  the  same  time,  no  one 
knows  a  planning  area  better  than  the  person  who  lives  there. 


ENDNOTES: 

1  Planning  Through  Consensus  Building:  a  New  View  of  the  Comprehensive  Planning  Ideal,  Judith  E.  Innes,  Professor,  Department  of 
City  and  Regional  Planning,  University  of  California  at  Berkeley;  December  1994. 

"  Bay  Area  Partnership  for  Building  Health  and  Self  Sufficient  Communities  for  Economic  Prosperity,  Promising  Bay  Area 
Community  Building  Initiatives:  Profiles  and  Analysis,  Association  of  Bay  Area  Governments;  March  16,  1997. 
See  http://www.abaq.ca.gov/bayarea/wreform/wlfarel.htm. 

'"  The  information  in  this  section  is  primarily  from  Christopher  Harkness,  Community  Services  Supervisor.  San  Jose  Departments  of 
Parks,  Recreation  and  Neighborhood  Services,  communication;  April  6,  2001. 
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Motion  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to  provide  research  and  analysis  on  whether 
limousine  operators  and  owners  in  San  Francisco  have  to  adhere  to  laws  pertaining  to  commercial  vehicles, 
including  but  not  limited  to  overnight  parking  in  residential  areas.  Also,  the  OLA  should  provide  comparative 
information  on  other  cities'  laws  and  policies  regarding  limousines  as  commercial  vehicles. 

Executive  Summary 

Whether  limousines  for  hire  are  commercial  vehicles  is  not  clear.  The  California  Vehicle  Code  provides  two 
separate  and  seemingly  contradictory  definitions.  However,  according  to  staff  at  the  State's  Public  Utilities 

^mmission  (PUC),  limousines  for  hire  are  commercial  vehicles  (as  defined  in  Section  260  of  the  California 
vehicle  Code);  and  therefore,  subject  to  local  laws  pertaining  to  commercial  vehicles  (to  the  extent  allowed  by 
State  law). 

With  respect  to  the  parking  of  commercial  vehicles  in  residential  areas,  there  are  at  least  two  laws  in  San 
Francisco's  Traffic  Code,  which  address  this  issue.  However,  according  to  the  City  Attorney's  Office,  these 
laws  may  not  apply  to  limousines  for  hire  (see  Current  Law  and  Practice  Section  of  this  report).  Therefore,  the 
City  Attorney's  Office  advises  that  the  City  and  County  of  San  Francisco  may  have  to  amend  these  laws  or 
adopt  a  new  law  to  specifically  restrict  the  parking  of  limousines  for  hire  in  residential  areas.  By  way  of 
comparison,  our  office  surveyed  4  cities  in  California  (namely,  San  Jose,  Santa  Rosa,  Oakland  and  Los  Angeles) 
and  discovered  that  only  the  City  of  Los  Angeles  has  regulations  that  effectively  restrict  the  parking  of 
limousines  for  hire  in  residential  areas. 

Background 

Chapter  8  of  the  State  Public  Utilities  Code  contains  the  laws  regulating  those  who  use  motor  vehicles  to 
transport  passengers  for  hire.  In  accordance  with  this  chapter,  the  State  PUC  issues  "charter-party  carrier  of 
passengers"  certificates  (Class  A,  B  or  C)  and  permits  (P,  S  or  Z).  Charter-party  carrier  of  passengers  in  Section 
5360  of  the  Public  Utilities  Code  "means  every  person  engaged  in  the  transportation  of  persons  by  motor  vehicle 
for  compensation,  whether  in  common  or  contract  carriage,  over  any  public  highway  in  this  state."  Motor 
vehicles  designed  to  carry  not  more  than  8  passengers,  including  the  driver,  must  display  a  PUC  issued  decal  on 
*he  lower  right  hand  corner  of  their  rear  bumper.  However,  in  lieu  of  the  decal,  limousines  (see  Footnote  =  1 ) 
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must  display  special  "livery"  license  plates  issued  by  the  California  Department  of  Motor  Vehicles  (DMV) 
pursuant  to  Section  501 1.5  of  the  California  Vehicle  Code. 1 

Whether  limousines  for  hire  are  commercial  vehicles  is  not  clear.  Commercial  vehicle  is  defined  in  Section  260 
of  the  California  Vehicle  Code  as  "a  vehicle  of  a  type  required  to  be  registered  under  this  code  used  or 
maintained  for  the  transportation  of  persons  for  hire,  compensation  or  profit. . ."  Presumably  this  includes 
limousines  for  hire.  On  the  other  hand,  according  to  the  DMV,  any  person  who  operates  any  commercial  motor 
vehicle  on  the  public  highway  is  required  to  obtain  a  Motor  Carrier  Permit  (MCP).  However,  as  it  pertains  to 
the  MCP  program,  commercial  motor  vehicle  does  not  include  a  "Vehicle  providing  transportation  of 
passengers  only,  a  passenger  stage  corporation  transporting  baggage  and  express  upon  a  passenger  vehicle 
incidental  to  the  transportation  of  passengers"  (Section  34601,  California  Vehicle  Code). 

According  to  staff  at  the  State's  PUC,  limousines  for  hire  are  commercial  vehicles  (as  defined  in  Section  260  of 
the  California  Vehicle  Code);  and  therefore,  subject  to  local  laws  pertaining  to  commercial  vehicles  (to  the 
extent  allowed  by  State  law). 

Current  Law  and  Practice 

In  San  Francisco,  there  are  at  least  2  laws  that  restrict  the  "on-street"  parking  (i.e.,  parking  on  public  streets)  of 
commercial  vehicles  in  residential  areas.  However,  as  described  below,  neither  law  may  restrict  the  parking  of 
limousines  for  hire.  Section  63  of  the  City's  Traffic  Code  states: 

"It  shall  be  unlawful  for  the  operator  of  any  motor  truck,  truck  tractor,  road 
tractor,  van,  trailer,  delivery  wagon,  or  any  vehicle  used  for  commercial 
purposes,  except  vehicles  of  public  utilities  and  construction  equipment  engaged 
in  repair  or  construction,  to  park  or  leave  standing  for  a  period  in  excess  of  one 
hour  any  such  vehicle  in  any  street  in  an  R-l-D,  R-l,  R-3,  R-4,  R-5  or  P  Use 
District...  "2 

In  light  of  the  ambiguity  in  the  State's  definition  of  commercial  vehicle,  the  City  Attorney's  Office  advises  that 
this  provision  may  not  apply  to  limousines  for  hire,  and  recommends  enactment  of  a  more  specific  definition  in 
the  local  ordinance  to  clarify  this  ambiguity.  Moreover,  Section  63(A)  of  the  Traffic  Code  states: 

"It  shall  be  unlawful  for  the  operator  of  any  motor  truck,  truck  tractor,  road 
tractor,  van,  trailer,  delivery  wagon  or  any  vehicle  with  a  gross  weight  of  over 
10,000  pounds  and  used  for  commercial  purposes  to  park  or  leave  standing  any 
such  vehicle  in  any  street  in  an  R-l-D,  R-l,  R-3,  R-4,  R-5  or  P  Use  District 
between  the  hours  of  2:00  a.m.  and  6:00  a.m.  " 

Based  on  a  survey  of  several  limousine  businesses  in  San  Francisco,  our  office  learned  that  most  limousines  do 
not  weigh  10,000  pounds;  and  therefore,  are  not  subject  to  this  provision. 


1  Limousine  is  defined  in  Section  5371.4  of  the  Public  Utilities  Code  as  "any  luxury  sedan,  of  either  standard  or  extended  length,  with 
a  seating  capacity  of  not  more  than  9  passengers  including  the  driver,  used  in  the  transportation  of  passengers  for  hire  on  a  pre- 
arranged basis  within  the  state." 

2  DPT  enforces  this  provision,  usually  on  a  complaint  basis.  Any  person  who  violates  this  provision  is  guilty  of  an  infraction  and  may 
be  fined  $53/infraction.  Moreover,  the  Use  Districts  in  this  provision  are  outdated,  according  to  the  City's  Zoning  Administrator. 
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Moreover,  with  respect  to  "off-street"  parking  (i.e.,  parking  on  private  property),  Section  204.5  of  the  City's 
banning  Code  states: 

"Accessory  parking  facilities  for  any  dwelling  in  any  R  District  shall  be  limited, 
further,  to  storage  of  private  passenger  automobiles,  private  automobile  trailers 
and  boats,  and  trucks  of  a  rated  capacity  not  exceeding  3A  ton.  " 

According  to  the  City's  Zoning  Administrator,  in  effect,  this  provision  prohibits  the  storage  of  commercial 
vehicles,  including  limousines  for  hire,  on  residential  property.3  However,  it  is  does  not  apply  to  private  non- 
commercial limousines. 

Other  Jurisdictions  in  California 

As  described  below,  to  the  extent  allowed  by  the  California  Vehicle  Code,  other  cities  in  California 
maintain  their  own  laws  regarding  residential  parking. 

City  of  San  Jose 

Chapter  11.36.290  of  the  San  Jose  Municipal  Code  states:  "No  person  shall  park  a  commercial  vehicle  having  a 
manufacturer's  gross  vehicle  weight  (GVW)  rating  often  thousand  (10,000)  pounds  or  more  upon  any  street  in  a 
residential  district. . ."  Commercial  vehicle  is  defined  by  this  code  as  "a  vehicle  that  is  required  to  be  registered 
under  the  California  Vehicle  Code  and  that  is  used  for  the  transportation  of  persons  for  hire,  compensation  or 
profit  or  designated,  used  or  maintained  primarily  for  the  transportation  of  property."  According  to  San  Jose's 
Department  of  Streets  and  Traffic,  most  limousines  do  not  exceed  10,000  pounds  GVW;  and  therefore,  are  not 
bject  to  this  provision. 

City  of  Santa  Rosa 

In  Santa  Rosa,  it  is  prohibited  to  park  any  vehicle  of  more  than  two-ton  capacity  on  any  public  street  for  more 
than  5  consecutive  hours  except  when  loading/unloading  or  performing  services  (Section  11-20. 120,  Santa  Rosa 
Vehicles  and  Traffic  Code).  Also,  Santa  Rosa  prohibits  the  parking  of  commercial  vehicles  (as  defined  in  the 
California  Vehicle  Code)  over  10,000  pounds  GVW  on  any  street  between  the  hours  of  2  a.m.  and  6  a.m. 
(Section  11-28.100).  According  to  Santa  Rosa's  Parking  and  Transit  Department,  these  provisions  apply 
primarily  to  heavy  trucks  and  construction  vehicles.  They  do  not  apply  to  most  limousines,  as  they  weigh  less 
than  10,000  pounds  GVW  and  do  not  have  a  two-ton  capacity. 

City  of  Oakland 

Like  San  Jose,  Oakland_prohibits  parking  commercial  vehicles  (as  defined  in  the  California  Vehicle  Code)  with 
a  GVW  rating  of  10,000  pounds  or  more  on  any  public  street  in  a  residential  area  (Chapter  10.28. 120,  Oakland 
Municipal  Code).  In  addition,  the  City  Traffic  Engineer  may  prohibit  the  parking  of  commercial  vehicles  with  a 
"curb"  weight  of  more  than  7,000  pounds  but  not  more  than  10,000  pounds  on  any  public  street  in  a  residential 
area.  Similarly,  the  City  Council  may  adopt  resolutions  to  prohibit  the  parking  of  commercial  vehicles  whose 
weight  carrying  capacity  is  one  ton  or  more,  for  a  period  exceeding  5  hours,  on  any  public  street.  According  to 
Oakland's  Department  of  Public  Works,  these  provisions  apply  primarily  to  heavy  trucks  and  construction 
vehicles,  and  not  most  limousines  (as  is  the  case  in  Santa  Rosa). 


xhe  Planning  Department  enforces  this  provision  on  a  complaint  basis.  It  receives  enforcement  assistance  from  the  City  Attorney, 
District  Attorney  and  Chief  of  Police.  Violations  of  any  of  the  provisions  in  the  Planning  Code  are  subject  to  civil  penalties  not  to 
exceed  $500  for  each  day  such  violation  is  committed  or  permitted  to  continue  (Section  176,  San  Francisco  Planning  Code). 
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City  of  Los  Angeles 

Los  Angeles  prohibits  the  parking  of  commercial  vehicles  on  any  public  street  in  areas  of  the  city  predominately 
used  for  residential  purposes  except  when  loading/unloading  property  or  performing  services  (Section  80.69.2, 
Los  Angeles  Municipal  Code).  As  it  pertains  to  this  provision,  commercial  vehicle  means  (1)  a  truck  tractor  or 
(2)  a  motor  vehicle  with  commercial  license  plate  and  exceeding  22  feet  total  length  including  bumpers,  or  22 
feet  or  less  in  length  with  advertising  on  its  exterior.  According  to  the  Los  Angeles  Department  of 
Transportation,  this  definition  encompasses  most  limousines  for  hire. 

Conclusion 

It  is  important  to  reiterate  the  PUC  staff  considers  limousines  for  hire  to  be  commercial  vehicles  (as  defined  in 
Section  260  of  the  California  Vehicle  Code);  and  therefore,  subject  to  local  laws  pertaining  to  commercial 
vehicles  (to  the  extent  allowed  by  State  law). 

Of  the  cities  surveyed,  only  the  City  of  Los  Angeles  has  a  law  in  the  books  that  effectively  restricts  the  parking 
of  limousines  for  hire  in  residential  areas.  The  other  3  cities  have  laws  that  prohibit  the  parking  of  commercial 
vehicles  of  a  certain  weight  (usually  10,000  pounds  GVW)  in  residential  areas.  These  laws  do  not  apply  to  most 
limousines  as  they  weigh  less  than  1 0,000  pounds  GVW. 

In  San  Francisco,  there  are  at  least  two  laws  in  the  City's  Traffic  Code,  which  address  this  issue.  However, 
according  to  the  City  Attorney's  Office,  it  is  not  clear  that  these  laws  apply  to  limousines  for  hire.  To  clarify 
this  ambiguity,  the  City  Attorney's  Office  recommends  that  the  City  and  County  of  San  Francisco  amend  these 
laws  or  adopt  a  new  law  to  specifically  restrict  the  parking  of  limousines  for  hire  in  residential  areas. 

Note:  Information  for  this  report  was  complied  by  Thou  Ny,  Legislative  Intern  (June  2001). 
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Compare  and  Contrast:  MUNICIPAL  POWER  AUTHORITIES  (MPAs) 
A^MUNICIPAL  UTILITY  DISTRICTS  (MUDs) 
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SAN  FRANCISCO 
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SUMMARY  OF  REQUEST 
A  motion  approved  by  the  Board  of  Supervisors  (BOS)  requests  the  Legislative  Analyst  to  study  Municipal  Power 
Authorities  (MP A)  in  other  jurisdictions  and  compare  and  contrast  them  with  the  Municipal  Utility  District  (MUD) 
measure  also  intended  for  consideration  by  the  voters  in  November  2001.  Currently,  there  are  three  proposals  to  create 
locally-controlled  power  -  a  MUD  ballot  measure  and  two  proposed  ballot  measures  introduced  by  members  of  the  Board 
of  Supervisors.  All  three  proposals  are  intended  for  consideration  by  San  Francisco  voters  in  the  November  200 1 
election,  as  summarized  below: 

•  The  MUD  Proposal.  This  initiative,  authored  by  the  Coalition  for  Lower  Utility  Bills  (CLUB),  is  a  citizen  initiative 
that  seeks  to  create  a  municipal  utility  district  (MUD)  with  the  same  exterior  boundaries  as  the  City  and  County  of 
San  Francisco  and  the  City  of  Brisbane.  A  motion  approved  by  a  majority  of  the  members  of  the  San  Francisco 
Board  of  Supervisors  calls  and  provides  for  a  Special  Election  to  be  held  in  San  Francisco  and  Brisbane  on  November 
6,  2001  for  the  purpose  of  submitting  to  the  voters  a  proposal  to  form  a  MUD  and  elect  its  initial  Board  of  Directors. 
This  proposed  measure  does  not  define  the  services  to  be  provided  by  the  MUD. 

•  The  Municipal  Water  and  Power  Authority  (File  No.  010597).  This  proposed  Charter  Amendment,  introduced  by 
Supervisor  Gavin  Newsom  and  co-sponsored  by  Supervisor  Tony  Hall,  repeals  charter  section  16.103  and  amends 
charter  sections  4.1 12,  9.107,  and  13.101.  It  also  adds  new  charter  sections  4.134,  4.135,  4.136,  4.137,  and  4.138  to 
establish  a  Municipal  Water  and  Power  Authority  (MP A)  which  would  assume  all  powers  and  responsibilities  of  the 
Public  Utilities  Commission  (PUC)  and  have  expanded  responsibilities  related  to  energy  and  water.  The  MPA  would 
be  responsible  for  the  generation,  sale  and  transmission  of  electricity,  gas,  steam,  and  other  energy.  It  would  also 
propose  ordinances  setting  energy  and  water  efficiency  goals  and  standards  that  may  become  effective  without  action 
by  the  Board  of  Supervisors.  This  measure  would  also  remove  authority  for  the  transfer  of  surplus  utility  funds  to  the 
City's  General  Fund. 

•  The  Municipal  Water  and  Power  Agency  (File  No.  010957).  This  proposed  Charter  Amendment,  introduced  by 
Supervisor  Tom  Ammiano,  amends  the  City  and  County  Charter  by  repealing  sections  4. 1 1 2  and  1 6. 1 03 .  It  also  adds 
a  new  Chapter  8B  that  eliminates  the  Public  Utilities  Commission  (PUC)  and  replaces  it  with  a  Municipal  Water  and 
Power  Agency  (the  "Agency").  The  Agency  would  assume  powers  and  responsibilities  of  the  PUC,  and  has 
responsibilities  related  to  the  generation,  sale  and  transmission  of  electricity,  steam  and  other  energy.  It  would  also 
propose  an  ordinance  setting  energy  and  water  efficiency  goals  and  standards  to  the  Board  of  Supervisors.  Charter 
provisions  would  also  prohibit  the  transfer  of  surplus  utility  funds  to  the  City's  General  Fund  for  a  ten-year  period 
following  the  effective  date  of  this  measure. 

Also  attached,  is  a  nationwide  comparison  and  summary  of  MPAs  and  MUDs. 
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BACKGROUND 

Interest  in  creating  and  supplying  publicly-owned  power  has  generally  been  driven  by  a  desire  to  supply  ratepayers  with 
reliable  electric  service  at  reasonable  rates.  While  governments  at  the  local  and  state  levels  have  mostly  led  efforts  to 
provide  locally-controlled  power,  citizens  have  marshaled  similar  efforts  in  many  jurisdictions,  whether  it  was  to  create  a 
water  or  an  electric  utility.  The  high  energy  costs  and  shortages  affecting  many  western  states  are  renewing  interest 
among  localities  in  these  regions  to  explore  ways  of  supplying  low-cost  power  to  their  residents.  To  illustrate,  the  Reason 
Public  Policy  Institute  (RPPI)  reports  that,  whereas  12  new  municipal  utilities  were  established  in  the  last  decade,  there 
are  currently  about  150  additional  communities  that  are  considering  municipalization.  If  they  succeed,  they  would  join 
the  more  than  2,000  jurisdictions  nationwide  that  already  provide  electric  services  to  about  40  million  customers  or  about 
15  percent  of  electricity  users,  according  to  the  American  Public  Power  Association  (APPA).  Currently,  private  utilities 
still  supply  a  majority  of  electric  power  to  residential  and  commercial  customers,  with  municipalities  controlling  water 
and  sewage  utilities. 

San  Francisco 's  Power  Needs 

The  City's  power  needs  are  currently  provided  by  Hetch  Hetchy  Water  and  Power  ("Hetch  Hetchy")  -  a  division  of  the 
San  Francisco  Public  Utilities  Commission,  together  with  Pacific  Gas  and  Electric  Company  (PG&E),  an  investor  owned 
utility  (IOU).  Hetch  Hetchy  supplies  electric  service  to  City  departments,  tenants  on  City  property,  and  quasi-City 
organizations.  According  to  Hetch  Hetchy  staff,  this  agency  supplies  about  1 2  percent  of  the  energy  consumed  in  San 
Francisco,  with  the  remaining  88  percent  provided  by  PG&E,  pursuant  to  a  non-exclusive  franchise.  PG&E  provides 
public  utility  services  under  the  jurisdiction  of  the  California  Public  Utilities  Commission  (CPUC).  Although  customers 
now  have  the  ability,  under  "direct  access,"  to  obtain  electric  power  from  other  energy  suppliers,  PG&E  still  remains  the 
provider  of  so-called  "distribution  service"  -  that  is,  retail  delivery  of  electricity.  Hetch  Hetchy  and  PG&E  also  promote 
and  provide  energy  conservation  and  efficiency  programs  to  their  customers.1 

PUBLIC  POWER:  Municipal  Power  Authorities/Agencies  and  Municipal  Utility  Districts 

As  noted  earlier,  there  are  over  2,000  public  power  utilities  nationwide  serving  about  40  million  customers.  The 
California  Municipal  Utilities  Association  (CMUA)  reports  that  30  of  these  entities  provide  public  power  to  communities 
in  California.  In  California,  the  largest  IOUs  are  Pacific  Gas  &  Electric  (PG&E),  Southern  California  Edison,  and  San 
Diego  Gas  &  Electric.  There  are  currently  two  MUDs  in  California  that  provide  electric  service  -  the  Sacramento  MUD 
(SMUD)  and  the  Lassen  MUD  (LMUD)  in  Susan ville2.  In  other  states,  these  public  utilities  may  be  known  as  public 
utility  districts  (PUDs).  MUDs  are  publicly-owned  entities,  which  must  be  created  by  voter  approval.  The  creation  of  a 
MUD  may  however,  be  proposed  by  citizen  initiative  or  by  the  legislative  body.  In  contrast,  MP  As  are  either 
municipally-owned  or  county-owned  systems. 

Public  power  utilities  differ  in  governance  and  operational  structure,  purpose,  and  function.  According  to  the  APPA, 
differences  are  based  on  their  communities'  populations,  geography  and  climate,  natural  resources,  economic  and  social 
resources,  challenges,  and  local  government  structure  and  goals.  In  California,  Florida,  and  other  states,  public  power 
utilities  (that  is,  MP  As  and  MUDs/PUDs)  may  provide  water,  gas,  sewer,  and  electric  services,  as  well  as 
telecommunications  and  solid  waste.  While  most  cities  do  provide  water  and  sewer  service,  fewer  cities  -  about  2,000 
cities  nationally,  provide  locally-controlled  electric  service.  Many  of  these  cities  serve  small  communities  of  less  than 
2,000  people.  The  largest  cities  are  Los  Angeles  and  Sacramento  in  California,  Seattle  in  Washington,  and  Jacksonville, 
Florida. 


1  Since  1998,  IOUs  such  as  PG&E  are  required  to  open  up  their  markets  to  competition  by  providing  their  customers  with  access  to 
other  electricity  suppliers.  Municipal  utilities  may,  however,  decide  whether  or  not  to  provide  such  access  to  their  customers. 

2  SMUD,  the  fifth  largest  publicly-owned  electric  utility  in  the  nation,  was  organized  in  1923.  LMUD  was  formed  in  1986  and  serves 
10,000  customers. 
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The  descriptions  and  comparisons  that  follow  below  describe  the  differences  and  similarities  between  municipal  power 
authorities/agencies  (MP As)  and  municipal/public  utility  districts  (MUDs/PUDs).  These  distinctions  are  also 
summarized  in  the  attached  table. 

Purpose  for  Establishing  Public  Power 

A  decision  to  provide  public  power  is  viewed  by  proponents  as  a  way  for  communities  to:  gain  local  control  of  their 
power  needs;  gain  access  to  the  wholesale  power  market;  and  generate  savings  for  local  residential  and  commercial 
ratepayers.  There  is  an  added  expectation  that  publicly-owned  utilities  can  provide  reliable,  efficient  and  cost-effective 
services.  Private  utilities,  or  IOUs,  argue  that  they,  as  private  suppliers,  can  provide  faster  and  more  efficient  service  than 
public  utilities.  IOUs  point  to  their  historical  role  in  the  energy  market  as  providers  of  distribution  service. 

The  energy  crisis  facing  California  is  providing  local  communities  with  an  opportunity  to  consider  municipalization  or 
public  power  as  a  way  of  reigning  in  an  "out-of-control"  energy  market.  For  cities,  municipalization  offers  an 
opportunity  for  local  control  by  creating  an  agency  that  is  accountable  to  the  local  legislative  body  and  that  has  the 
checks  and  balances  that  come  with  municipal  governance.  Similarly  for  MUDs,  proponents  believe  its  independent 
governance  structure  frees  it  from  political  control  by  the  local  legislative  body,  and  places  it  directly  under  the  watchful 
eye  of  the  voting  public. 

In  many  jurisdictions,  public  utilities  are  also  being  urged  to  participate  in  environmental  protection,  including 
purchasing  and  distributing  green  power,  as  well  as  providing  energy  efficiency  programs.  Many  jurisdictions  are  also 
considering  or  establishing  joint  powers  agreements  to  enable  joint  purchase  and  sale  options  between  public  agencies. 
For  example,  in  Florida,  Key  West's  City  Electric  System  (CES)  joined  Florida  Municipal  Power  Agency's  All 
Requirements  Project,  which  allowed  CES  to  enjoy  economies  of  scale  in  power  supply  as  well  as  lower  costs.  New 
public  utilities  will  likely  reflect  the  interests  of  communities  to  not  only  provide  residents  with  low  cost  power;  they  will 
also  incorporate  an  environmental  role  and  interest  in  establishing  regional  partnerships  as  a  way  to  create  efficiencies  in 
energy  generation  and  distribution. 

Public  Power  Services 

The  services  provided  by  a  public  power  utility  are  determined  by  a  number  of  factors,  including  its  relationship  with  the 
local  IOU  and  the  terms  established  at  inception  by  the  publicly-owned  utility  and  the  IOU.  Depending  on  infrastructural 
and  staffing  capabilities,  a  municipal  or  public  utility  could  supply  water,  gas,  sewer,  and  electric  services,  although  in 
most  jurisdictions,  cities  are  already  providing  water  and  sewer  services.  Other  jurisdictions,  including  the  City  and 
County  of  San  Francisco,  also  have  the  capacity  to  supply  electricity,  although  it  may  be  limited  distribution  to  certain 
customers,  such  as  city  departments. 

In  general,  MP  As  are  "vertically  integrated"  utilities  owning  generation,  transmission  and  distribution  systems,  which 
provide  base  load  for  their  service  area.  These  utilities  could  however,  choose  to  engage  in  some  but  not  all  of  these 
functions,  including  utilizing  local  resources  or  contracts  with  outside  entities  to  deliver  these  services.  For  example, 
rather  than  invest  in  plants,  a  public  utility  may  instead,  engage  in  long-term  power  purchase  contracts  for  generation 
resources.  According  to  Eugene  J.  Carron  of  Orrick,  Herrington  &  Sutcliffe,  LLP,  decisions  to  make  long  term 
investments  in  generation  resources  are  determined  by  estimated  customer  demand  and  whether  future  costs  may  be 
lower  than  the  cost  of  the  current  investment. 

In  most  instances,  a  public  decision  to  create  a  locally-controlled  utility,  such  as  an  electric  utility,  forces  localities  to 
reconsider  their  relationship  with  the  local  IOU  -  whether  to  replace  or  supplement  services  provided  by  that  private 
utility.  A  decision  to  replace  the  private  utility  (IOU)  may  involve  the  acquisition  of  its  property  either  through 
negotiated  sale  or  eminent  domain  powers.  If  a  private  utility  does  not  want  to  relinquish  its  services  to  a  public  utility,  it 
is  likely  to  launch  a  legal  challenge.  For  example,  PG&E  successfully  challenged  efforts  to  create  a  municipal  utility  in 
Lincoln,  CA.  Jurisdictions  that  wish  to  avoid  such  legal  entanglements  may  limit  their  services  to  supplying  power  to 
new  developments  or  seek  joint  operations  with  the  private  utility  -  e.g.  the  IOU  maintains  its  facilities  which  can  be 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  RoSm  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


4 


utilized  by  the  public  entity  to  benefit  local  residents.  Other  arrangements  may  include  join  operations  among 
neighboring  MP  As. 

Authority  to  Establish  a  Public  Power  Entity 

Before  public  utilities  can  begin  operations,  they  must  comply  with  many  state  and  local  laws,  which  generally  determine 
the  types  of  and  the  manner  in  which  services  could  be  provided.  In  California,  state  and  local  provisions  authorize  the 
creation  of  MUDs  and  MPAs  -  specifically,  the  California  Constitution  (Article  XI,  Sections  5  and  9),  Government  Code 
Sections  6500  through  6599.2,,  and  the  Public  Utilities  Code  (Division  6,  Section  1 1501,  et  seq.)  which  applies 
exclusively  to  MUDs.  The  Public  Utilities  Code  (Section  10002)  separately  addresses  the  acquisition  of  IOU  service 
territory  in  the  event  of  acquisition  by  eminent  domain. 

In  Charter  cities  such  as  San  Francisco,  local  Charter  provisions  also  delineate  services,  which  may  be  provided  by  a 
public  agency.  For  example,  in  San  Francisco,  the  City's  Charter  provisions  in  section  16.101  set  forth  the  City's  current 
policy  for  the  acquisition  and  ownership  of  public  utilities.  Charter  Section  4. 1 12  further  gives  the  PUC  jurisdiction  over 
the  "construction,  management,  supervision,  maintenance,  extension,  operation,  use  and  control  of  all  water  and  energy 
supplies  and  utilities  of  the  City." 

California  state  law  specifies  services  that  may  be  provided  by  a  MUD.  Division  6  of  the  Public  Utilities  Code  (Chapter 
6  of  the  MUD  Act)  addresses  the  powers  and  functions  of  a  MUD,  as  a  special  district.  The  MUD  Act  further  authorizes 
and  delineates  the  services  of  a  MUD,  including  the  acquisition,  construction,  ownership,  operation,  and  control  of 
commodities  or  services  needed  to  operate  that  utility.  Provisions  in  Chapter  6  of  the  MUD  Act  further  authorize  MUDs 
to  supply  light,  water,  heat,  transportation,  telephone  or  other  communications,  garbage,  and  sewage  services.  These 
services  may  also  be  purchased  from  or  distributed  to  outside  entities.  In  addition  to  the  MUD  Act,  state  provisions  in  the 
Government  Code  and  in  the  Streets  and  Highway  Code  further  authorize  electrical  transmission  and  distribution  services 
by  MUDs.  Outside  of  state  and  local  regulations,  MUDs  must  also  be  created  and  operate  through  voter  approval,  which 
may  not  be  required  under  municipalization.3  According  to  the  CMUA,  this  requirement  (for  voter  approval)  makes  it 
difficult  to  create  MUDs. 

Payments  and  Financing 

When  a  utility  is  a  municipally-owned  entity,  it  generally  makes  payments  and  contributions  to  the  municipality  in  much 
the  same  way  as  other  "enterprise"  city  departments  that  generate  revenue.  These  payments  are  made  in  lieu  of  taxes,  and 
include  tax  equivalents  or  general  fund  transfers.  Payments  are  determined  by  special  formula,  and  may  be  based  on 
estimated  property  tax  or  a  percentage  of  gross  electric  operating  revenue  (if  the  entity  is  an  electric  utility).4  While  these 
contributions  provide  an  additional  source  of  income  for  local  government  if  a  utility  is  municipally-controlled,  without 
building  in  safeguards,  this  financial  arrangement  may  actually  limit  a  municipal  utility's  ability  to  be  financially  prudent 
and  equipped  to  introduce  systems  needed  to  deliver  service  reliably  and  efficiently.  For  example,  in  Florida,  the 
Orlando  Utilities  Commission  (OUC),  though  intended  to  generate  income  for  the  city,  elected  not  to  make  general  fund 
transfers  to  the  city  until  it  was  fully  operational  and  had  retired  a  substantial  amount  of  its  original  bond  debt.  Notably, 
the  OUC's  status  as  an  independent  power  authority  (governed  by  appointed,  independent  Commissioners)  had  much  to 
do  with  the  way  its  governing  board  was  able  to  set  fiscal  policy. 

As  special  districts,  MUDs  or  PUDs  operate  autonomously  compared  to  municipal  utilities.  They  do  not  have  to  make 
general  fund  transfers  to  the  municipality.  They  may  however,  determine  a  mechanism  for  making  payments  in-lieu  of 
taxes,  according  to  the  APPA.  Furthermore,  as  noted  by  the  APPA,  PUDS,  including  those  in  Washington  State,  are 
more  likely  to  pay  state  and  local  taxes.  Because  these  entities  operate  independently  of  municipal  control,  they  can 
exercise  more  budgetary  autonomy.  However,  unlike  city-controlled  MPAs,  which  may  benefit  from  city  funding,  new 
MUDs  or  PUDs  face  a  tougher  challenge  of  starting-up  operations.  They  also  carry  the  added  responsibility  of  turning  a 


3  As  currently  proposed,  the  creation  of  a  municipal  power  authority  would  also  require  voter  approval. 

4  Article  XMB  of  the  California  Constitution  limits  charges  to  those  reasonably  related  to  the  cost  of  providing  service. 
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new  organization  with  substantial  debt  obligations  and  infirastructural  needs  into  an  income-generating  entity.  Given 
these  circumstances,  MUD  or  PUD  customers  are  likely  not  to  benefit  from  low  utility  costs  during  the  utility's  early 
years  of  operation. 

Governance  &  Compensation 

Locally-controlled  utilities  are  generally  governed  by  either  an  independently  elected  board  (MUDs  and  some  MP  As)  or 
a  board  appointed  by  members  of  the  legislative  body  (principally,  MPAs).  MPAs  tend  to  display  a  varied  governance 
structure,  which  largely  reflects  local  preferences.  For  example,  a  jurisdiction's  strong  preference  for  checks  and 
balances  maybe  reflected  in  the  creation  of  a  municipal  utility,  which  is  essentially  a  city  department  with  oversight  by 
the  legislative  body.  In  contrast,  jurisdictions  that  seek  to  reduce  political  control  over  a  utility,  may  create  an 
independent  governing  board  of  elected  or  appointed  directors  with  decision  making  authority.  Florida's  six  municipal 
utilities,  footnoted  below,  reflect  these  varied  governance  structures.5 

Regardless  of  a  utility's  governance  structure,  communities  are  also  interested  in  an  entity  that  is  publicly  accountable. 
One  safeguard  is  for  members  of  the  governing  board  -  in  both  municipal  and  public  utilities  -  to  serve  in  staggered  terms, 
and  be  subject  to  term  limits.  Other  safeguards  include  requiring  all  mayoral  appointments  to  the  utility's  governing 
board  to  obtain  approval  and  confirmation  from  the  legislative  body.6 

The  APPA  reports  the  national  average  term  for  most  MPAs  at  3.7  years,  and  about  4  years  for  public  utilities.  In 
California,  MUDs  have  their  own  unique  governance  structure.  They  are  governed  by  a  5-member  board  of  directors, 
with  the  exception  of  SMUD  which  has  7  directors.  Any  MUD  intending  to  increase  its  board  membership  to  7  directors 
must  seek  an  amendment  from  the  Legislature.  In  comparing  MPAs  and  MUDs,  it  is  apparent  that  in  most  jurisdictions, 
the  governance  structure  is  designed  to  provide  for  continuity  (within  the  utility)  with  an  emphasis  on  public 
accountability.  However,  in  jurisdictions  with  a  divided  governance  structure  comprising  private  citizens  and  members 
of  the  legislative  body,  critics  have  charged  that  such  a  structure  may  compromise  the  utility's  efficiency.7 

In  most  jurisdictions,  members  of  the  utility  board  are  compensated  for  their  services.  Typically,  the  rates  of  pay  are  low. 
The  APPA  reports  that  elected  members  of  municipal  utility  boards  are  usually  compensated  at  an  average  rate  of  S 1 ,000 
to  $14,400  annually.8  Board  appointees  are  often  not  compensated,  but  when  they  are,  they  are  usually  paid  an  average 
rate  of  $3,600  annually.  PUDs  or  MUDs,  on  the  other  hand,  pay  their  directors  an  average  rate  between  $900  and  $7,200, 
according  to  the  APPA.  In  California,  the  MUD  Act  provides  for  the  compensation  of  utility  directors  at  a  rate  of  $  100 
per  meeting,  with  a  cap  of  $600  per  month,  including  expenses.  SMUD  directors  may  also  receive  an  annual  salary 
adjustment  up  to  5  percent. 

Authority  of  Governing  Board 

As  discussed  previously,  there  are  distinct  differences  in  the  manner  in  which  governing  boards  of  MUDs  and  MPAs 
exercise  authority.  Because  many  municipal  utilities  operate  as  city  departments,  the  legislative  body,  and  not  the  utility 
governing  board,  tends  to  control  many  of  the  utility's  functions,  including  setting  retail  electric  rates,  budget  approval, 
and  issuing  long-term  bonds.  The  LADWP  is  an  entity  that  operates  under  such  a  structure.  However,  there  may  also  be 
power  sharing  between  the  legislative  body  and  members  of  the  governing  utility  board.  For  example,  setting  the  salaries 


In  Florida,  municipal  utilities  may  provide  water,  electricity,  sewage,  natural  gas,  and  internet  services.  A  majority  of  the  utilities' 
governing  board  members  are  appointed;  however,  some  of  these  entities,  including  the  Orlando  Utilities  Commission  and  Key  West's 
City  Electric  Systems,  operate  autonomously  with  a  high  level  of  public  accountability.  In  contrast,  New  Smyrna  Beach  Utilities 
Commission  and  Fort  Pierce  Utilities  Commission  are  less  independent  -  members  of  the  legislative  body  have  oversight  over 
appointments  and  utility  operations. 

6  MUD  directors  in  California  are  not  subject  to  term  limits. 

7  A  2001  Rand  study  of  the  Los  Angeles  Deparrtment  of  Water  and  Power  (LADWP),  "Governance  in  a  Changing  Market,"  suggests 
that  divided  governance  in  a  publicly-controlled  utility  "complicates  and  slows  down  commission  and  DPW  decisionmaking.. .(and  its) 
ability  to  take  timely  action." 

8  APPA  1995  survey. 
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of  utility  employees  may  be  the  joint  responsibility  of  the  legislative  body  and  an  authorized  city  official,  such  as  a  city 
manager  or  an  employee  of  the  municipal  utility.  The  APPA  also  reports  that  decisions  to  approve  participation  in  the 
joint  ownership  of  generation  and  transmission  facilities,  and  regarding  exercising  the  right  of  eminent  domain  may  be 
subject  to  joint  approval  by  the  utility  board  and  the  legislative  body.  Critics  have  charged  that  while  such  such  multi- 
layered  governing  structures  may  provide  the  necessary  checks  and  balances,  they  also  contribute  to  bureaucratic  hurdles, 
and  may  actually  delay  decision  making.  Such  criticism  has  led  the  legislative  body  in  Los  Angeles  to  review  LADWP 
operations,  with  the  goal  of  streamlining  the  utility's  operations  and  preparing  it  for  an  energy  market  that  is  becoming 
increasingly  competitive. 

The  powers  of  the  governing  board  largely  reflect  local  values.  For  example,  where  public  accountability  is  a  shared 
community  value,  members  of  the  legislative  body  may  be  involved  with  the  utility  either  in  an  oversight  role,  or  in  a 
power  sharing  capacity  with  members  of  the  utility  board.  When  the  desire  is  to  distance  the  utility  from  local  control,  a 
utility  is  likely  to  be  governed  by  an  independent  and,  most  likely,  elected  governing  board.  Recently,  there  is  interest  in 
some  jurisdictions  to  restructure  the  governance  structures  of  local  utilities  in  order  to  achieve  efficiencies  in  a 
competitive  environment.  For  example,  in  Los  Angeles,  there  are  proposals  to  restructure  the  city's  Department  of  Water 
and  Power  from  a  divided  governance  structure,  which  is  perceived  as  bureaucratic,  slow  moving,  and  politically  driven, 
to  one  governed  by  independent  commissioners  responsible  for  all  aspects  of  major  decision  making. 

The  2001  Rand  study  reports  that  there  are  various  models  of  streamlined  governance  for  public  power  entities.  For 
example,  in  Austin,  Texas  and  Colorado  Springs,  Colorado,  the  utility  governing  body  reports  directly  to  the  city  council, 
rather  than  a  multi-layered  reporting  structure.  In  Jacksonville,  Florida  and  in  Knoxville,  Tennessee  the  utility  board  is 
an  independent  city  agency.  However,  in  Toronto,  Ontario,  and  Safford,  Arizona,  the  utility  is  a  city-owned  corporation. 
The  Lassen  and  Sacramento  MUDs  are  also  examples  of  independent  utility  boards,  whereas,  the  Southern  California 
Public  Power  Authority  is  an  example  of  a  Joint  Powers  Agency.  In  all  these  examples,  it  is  important  to  note  that  the 
jurisdiction's  size  and  level  of  complexity  determines  the  level  to  which  the  legislative  body  can  oversee  the  utility's 
operations.  As  noted  by  the  Rand  study,  utilities  located  in  smaller  cities  are  likely  to  have  direct  reporting  to  the 
legislative  body,  which  may  not  be  appropriate  for  larger  and  more  complex  jurisdictions. 

Board  members  of  PUDs  or  MUDs  not  only  decide  matters  of  policy  for  the  public  utility;  they  also  exercise  authority 
over  all  its  major  functions  without  the  involvement  of  the  legislative  body.  The  utility's  staff  administers  the  utility's 
day-to-day  operations,  and  act  upon  the  decisions  of  the  utility  board.  In  addition,  MUDs,  unlike  MP  As,  are  more  citizen 
driven  -  the  voters  elect  members  of  the  utility  board.  The  checks  and  balances  found  in  an  MP  A,  including  oversight 
and  review  by  a  legislative  body,  are  absent  in  a  MUD.  Furthermore,  according  to  the  Rand  study,  once  a  MUD  is 
approved  by  county  voters,  it  "would  be  more  difficult  to  undo."  MP  As,  in  contrast,  are  more  amenable  to  restructuring. 

Administration  and  Management 

Unlike  MUDs,  which  are  structured  as  special  districts  with  their  own  independent  governing  structure,  MP  As  are 
usually  organized  as  agencies  or  departments  within  city  government.  In  both  PUDs  and  MP  As,  members  of  the 
governing  board  appoint  utility  employees,  such  as  a  general  manager,  who  are  responsible  for  the  utility's  day-to-day 
operations  and  report  directly  to  the  utility  board.  According  to  the  APPA,  the  utility  employee  may  also  be  a  city 
employee,  such  as  a  city  manager  serving  a  dual  role.  Depending  on  the  size  of  the  city  and  public  utility,  having  a  city 
employee  serving  a  dual  role  may  be  more  appropriate  in  a  small  jurisdiction,  but  prove  ineffective  in  a  larger  jurisdiction 
that  would  benefit  from  having  its  own  utility  employee  who  reports  directly  and  solely  to  the  utility  governing  board. 
MUDs  do  in  fact  operate  in  such  a  manner;  they  are  overwhelmingly  administered  by  an  appointed  utility  employee  who 
also  reports  directly  to  the  utility  governing  board. 9 


9  In  California,  MUDs  are  administered  by  a  general  manager  appointed  by  the  independent  utility  board. 
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Formation  and  Operation 

Because  MUDs  and  MP  As  are  public  entities,  they  are  subject  to  many  regulations  and  processes  involving  state  and 
local  laws,  as  well  as  involvement  by  voters,  who  not  only  approve  their  formation,  but  also  approve  the  utility's  ability 
to  provide  service,  make  investments,  as  well  as  its  financing.  As  San  Francisco  voters  decide  the  issue  of  MP  A  or  MUD 
formation  this  November  2001,  the  entity  that  receives  majority  approval  will  be  required  to  undergo  extensive  reviews 
and  approvals  prior  to  being  operational.10 

If  voters  approve  MUD  formation,  that  entity  will  be  subject  to  separate  reviews  and  approvals  by  the  CPUC  and  the 
Local  Agency  Formation  Commission  (LAFCo),  before  the  utility  can  provide  service.  According  to  the  City  Attorney's 
Office,  the  CPUC  must  conduct  its  own  review,  as  well  as  report  its  findings  to  the  County  LAFCo,  which,  in  turn,  must 
grant  authority  for  the  MUD  to  provide  electric  service.  According  to  the  City  Attorney's  Office,  provisions  in  the  Public 
Utilities  Code  (Sections  56129  to  56131),  also  require  the  voters  to  approve  the  provision  of  service. 

Even  when  a  public  utility  obtains  all  the  necessary  regulatory  approvals,  it  is  still  challenged  to  acquire  generation  and 
transmission  facilities,  which  in  most  cases  are  the  property  of  an  IOU.  For  example,  San  Francisco's  power  needs  are 
currently  served  by  Hetch  Hetchy  together  with  PG&E.  Hetch  Hetchy  currently  provides  limited  service  to  City 
departments,  tenants  on  City  property,  and  quasi-City  organizations  -  about  12  percent  of  the  City's  energy  consumption, 
and  the  remaining  88  percent  is  provided  by  PG&E,  pursuant  to  a  non-exclusive  franchise.  Therefore,  the  City  could 
authorize  the  transfer  of  Hetch  Hetchy's  generation  and  distribution  facilities  to  the  MPA.  The  City  could  also  utilize  its 
financial  assets  to  contract  out  with  another  public  or  private  utility  that  operates  generation  and  transmission  facilities. 
The  City  also  has  the  option  to  negotiate  a  sale  or  use  its  eminent  domain  powers  to  acquire  additional  facilities  from 
PG&E. 

MUDs  offer  a  different  operational  structure  for  the  creation  of  a  utility.  They  are  generally  a  utility  option  for  citizens 
who  want  greater  involvement  with  an  entity  they  perceive  as  free  from  political  control  by  the  local  legislative  body.  A 
MUD  would  however,  face  a  similar  challenge  as  an  MPA,  in  terms  of  acquiring  transmission  and  generation  capacity, 
although  it  too  could  negotiate  a  sale  or  seek  a  transfer  of  PG&E's  assets  by  eminent  domain.  However,  because  a  new 
MUD,  unlike  a  municipal  utility,  does  not  have  ready  access  to  financial  and  staffing  resources,  it  will  probably  require  a 
longer  timeframe  and  resources  before  it  could  begin  full  operation  as  a  utility.11  MUDs,  like  MPAs,  also  face  the 
likelihood  of  being  challenged  by  private  utilities  who  may  view  the  public  utility  as  encroaching  on  its  service  territory. 
In  the  case  of  SMUD  and  LMUD,  both  entities  were  involved  in  lengthy  processes  to  condemn  facilities  owned  by  their 
local  IOUs  as  well  as  to  create  an  infrastructure  that  enabled  full  operations. 

CONCLUSION 

The  current  energy  environment  is  providing  many  jurisdictions  an  opportunity  to  determine  their  power  needs,  as  well  as 
consider  the  feasibility  of  creating  locally-controlled  utilities  in  their  regions.  Many  utility  experts  warn  that  decisions  to 
form  a  publicly-owned  utility  should  take  into  consideration  the  local  demographics,  power  costs  of  the  local  supplier, 
and  the  legal  and  regulatory  climate  of  the  state.  In  addition,  any  new  public  utilities  will  have  to  contend  with  the 
challenges  facing  California  utilities  -  i.e.  living  with  the  effects  of  deregulation  which  are  largely  blamed  for  the  crisis  in 
the  state's  energy  market.  Other  future  challenges  involve  reviewing  the  public  utility's  readiness  to  offer  its  customers 
more  choices  through  "direct  access,"  and  thus,  invite  competition  with  other  electric  suppliers.  In  coming  years,  cities 
will  be  under  increasing  pressure  to  allow  more  choices  for  their  customers,  according  to  the  Rand  study.  Through 
streamlining  of  services  and  operations  as  well  as  cost  containment  efforts,  public  power  entities  will  be  able  to  withstand 
competition  in  the  energy  market.12  These  are  policy  issues  many  jurisdictions,  including  San  Francisco,  will  be 
grappling  with  as  they  decide  the  issue  of  providing  public  power. 


10  It  is  conceivable  that  San  Francisco  voters  may  approve  more  than  one  proposal  to  create  a  publicly-controlled  power  utility. 

11  The  Lassen  MUD,  which  had  a  negotiated  sale  with  its  local  IOU,  required  about  3  to  5  years  before  it  could  be  fully  operational 
according  LMUD  staff. 

In  preparation  of  future  competition,  the  Los  Angeles  Department  of  Water  and  Power  has  adopted  measures  to  reduce  its  operating 
costs  and  retire  its  long  term  debt,  should  the  City  Council  vote  to  open  the  local  market  to  other  electricity  suppliers. 

City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Ro3m  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


STRICTS  UN  OTHER  JURISDICTIONS 

MUNICIPAL  (OR  PUBLIC)  UTILITY  DISTRICTS 

•  To  generate  savings  for  ratepayers. 

•  To  provide  reliable  service  to  consumers. 

.     May  supply  MUD  special  district  with  light,  water,  heat,  transportation, 

matter  services.  These  services  may  also  be  purchased  from  or  distributed  to 

•  Pubhc  Utilities  Code  (Sections  11501-14403.5) 

•  Public  Utilities  Code  (Section  1 0002) 

•  Public  Utilities  Code  (Sections  15501-18055) 

•  Government  Code  (Sections  6500-6599.2) 

•  Public  Utilities  Code  (§  10002)  authorizes  use  of  eminent  domain  powers. 

•  Authorized  by  Government  Code  Section  54340. 

•  Determination  of  necessity  -  SB  23  and  SB  1076. 

•  Governed  by  an  elected  independent  utility  board  serving  in  staggered  terms 
and  elected  by  district  residents. 

•  MUD  directors  have  decision  making  authority  over  all  major  functions  of 
the  utility. 

•  MUDs  are  governed  by  a  5-member  elected  board  of  directors,  with  the 
exception  of  the  Sacramento  MUD  whose  district  board  was  increased  to  7 
directors.  The  district  board  also  appoints  a  general  manager  who  handles 
daily  operations. 

•  Elected  independent  utility  boards,  in  other  junsdicnons,  usually  serve  for 
more  than  4  years. 

•  MUD  directors  serve  for  4  yean,  in  staggered  terms. 

•  MUD  directors  are  not  subject  to  term  limits. 

rUNICIPAL  POWER  AUTHORITIES  &  MUNICIPAL  (OR  PUBLIC)  UTILITY  DI 

MUNICIPAL  POWER  A  UTHORITIES/DEPARTMENTS 

•  To  generate  savings  for  ratepayers. 

•  To  provide  reliable  service  to  consumers. 

•  Local  control  and  access  to  wholesale  power  market 

•  Environmental  protecting,  including  purchase  of  green  power. 

•  Public  power  generators  are  generally  vertically  integrated  utilities  owning 
generation,  transmission,  and  distribution  systems. 

•  May  provide  water,  gas,  sewer  and  electric  services. 

•  Local  staffing  or  contracts  with  outside  entities. 

•  Provisions  in  the  City  Charter  and  other  applicable  law  authorize  the  manner  in 
which  the  Power  Authority  may  provide  such  services. 

In  California,  applicable  state  and  local  laws  are: 

•  California  Constitution  (Article  XI,  Sections  5  and  9) 

•  Pubhc  Utilities  Code  (Section  10002)  regarding  the  acquisition  of  IOU  service 
territory. 

•  Government  Code  (Sections  6500-6599.2) 

•  City  Charter  in  San  Francisco,  . 

•  Authorized  by  California  Government  Code  Section  54340. 

•  If  the  utility  is  a  city  department,  it  can  be  governed  by  members  of  the  city's 
legislative  body  or  appointees  of  the  legislative  body  (&  Mayor,  in  some  cases),  or 

an  elected  board,  or  Commissioners  appointed  jointly  by  the  legislative  body  and 
Mayor;  or  joint  governance  by  the  legislative  body  and  an  appointed  utility 
advisory  commission. 

•  Municipal  utility  boards  either  operate  independently  or  with  oversight  by  the 
legislative  body. 

•  For  Charter  cities,  governance  is  authorized  by  City  Charter. 

•  Appointments  or  confirmations  of  utility  boards  are  usually  made  by  the  legislative 
body.  In  a  majority  of  cases,  mayor  al  appointments  must  also  be  approved  by  the 
legislative  body. 

•  National  average  term  for  most  utilities  is  about  3.7  years. 

•  Under  the  San  Francisco  proposal,  the  directors  serve  in  staggered  terms. 
Directors  have  a  four-year  term  of  office,  limited  to  three  terms  per  director. 
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A  Citizens  Advisory  Committee  may  serve  in  an  advisory  capacity  to  the 
independent  utility  board  or  MUD  board. 

Utilities  with  independent  unlity  boards  are  less  likely  to  be  managed  by  city 
employees.  A  utility  employee,  rather  than  a  city  employee,  brings  issues  to  the 
utility  governing  board.  In  California,  the  general  manager  brings  issues  to  the 

MUU  board. 

Review  and  approvals  by  the  state  PUC  and  county  LAFCo  are  required  before  a 
MUD  can  deliver  services.  Voter  approval  for  MUD  formation  must  be  followed 
by  a  second  citizen  vote  approving  service  delivery, 
uding  survey  from  July  1995),  Lassen  MUD  and  from  "Creation  and 

MUNICIPAL  POWER  A  UTHORJTIES/DEPARTMENTS 

•     Compensation,  if  available,  is  kept  deliberateU'  low,  and  may  be  provided  to 
elected  or  appointed  members  of  the  governing  board.  If  the  utility  board  is  elected, 
average  compensation  (nationally)  ranges  from  $  1 ,000  to  $  14,400.  Annual 
compensation  for  appointed  members  of  the  Utility  Board  averages  $3,600  (1995 
AAPA  survey  data). 

Authoritv  for  major  functions  and  decision  making  usuallv  resides  with  the  legislative 

body,  as  follows: 

1)  Authority  resides  with  the  legislative  body  for  utilities  under  city  control. 

2)  Authority  with  legislative  body. 

3)  May  be  jointly  administered  by  the  utility  board  and  legislative  body.  In  other 
jurisdictions,  city  official  e.g.  city  manager  or  employee  of  the  MP  A,  may  also  be 
authorized  to  set  salaries  of  utility  staff. 

4)  Authority  resides  with  the  legislative  body  for  utilities  under  city  control. 

manager,  financial  director,  or  city  treasurer. 

6)  Usually  subject  to  joint  approval  by  utiliry  board  and  legislative  body,  such  as  city 
council  or  BOS. 

7)  Usually  subject  to  joint  approval  by  the  utility  board  and  legislative  body. 
Although,  when  a  municipal  utility  is  a  city  department,  the  legislative  body  would 
exercise  eminent  domain  powers,  including  the  condemning  IOU  facilities. 

A  Citizens  Advisory  Committee  may  serve  in  an  advisory  capacity  to  the  legislative 
body  with  no  decision  making  powers. 

City  employees,  such  as  a  city  manager,  city  auditor,  and  city  attorney,  manage  utility 
operations  for  utilities  under  legislative  body  oversight.  If  the  utility  does  not  have  its 
own  administrator,  B  city  employee  is  also  more  likely  to  bring  issues  to  the  board.  The 

Extensive  reviews  and  approvals  required  under  state  law  are  requited  before  a  utility 
can  deliver  power. 

California  Municipal  Utility  Administration,  the  American  Public  Power  Association  (inc 
c  Utilities,"  Eugene  J.  Canon  (Apnl  24,  2001). 

COMPENSATION  OF 
GOVERNING  BODY 

AUTHORITY  OF 

CONTROLLING  BOARD  to: 

1)  Set  retail  electric  rates 

2)  Approve  the  utility  budget. 

3)  Set  salaries  of  utility  officials 

4)  Issue  long-term  bonds. 

the  utility. 

6)  Approve  participation  in  joint 
ownership  of  generation  and 

7)    Exercise  the  right  of  eminent 
domain 

!  1 
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Summary  of  Request 

On  June  11,  2001,  the  Board  of  Supervisors  asked  the  Office  of  the  Legislative  Analyst  (OLA)  to  perform  a 
jurisdictional  comparison  of  municipal  golf  courses,  primarily  in  terms  of  funding.  In  response,  this  report 
compares  San  Francisco's  municipal  golf  courses  to  the  following:  Alameda  Municipal  Golf  Course,  De  La 
Veaga  Golf  Course  in  Santa  Cruz,  Palo  Alto  Municipal  Golf  Course,  Poplar  Creek  in  San  Mateo,  and  the 
Shoreline  Golf  Course  in  Mountain  View. 


Background 

Municipal  golf  courses  are  city  owned  entities  that  typically  provide  public  access  to  golf  at  a  price 
substantially  lower  than  private  courses.  Public  golf  courses,  unlike  'private"  golf  courses,  are  open  to  the 
public;  however,  they  are  not  always  municipal  courses.  The  key  factor  of  whether  a  golf  course  is  a 
municipal  course  is  determined  by  ownership.  The  management  and  operational  practices  of  municipal 
courses  vary.  Some  municipal  courses  are  managed  and  operated  entirely  by  city  employees,  while  others 
contract  out  the  management  of  services,  such  as  concessions  and  the  pro  shop.  Generally,  golf  course 
operations  include  the  maintenance  of  the  facility,  "starter  operations"  (scheduling  of  tee  times), 
concessions,  a  driving  range,  golf  cart  rentals  and  a  pro  shop. 

The  funding  strategies  of  municipal  course  also  vary.  Some  municipal  courses  are  supported  by  general 
funds,  while  others  are  operated  as  enterprise  funds1.  Courses  that  are  supported  by  general  funds,  generally 
return  revenues  to  the  municipality,  and  receive  annual  appropriations  for  their  operating  budgets  from  the 
general  fund.  Enterprise  fund  courses  generally  retain  revenues  from  their  golf  course  operations. 

San  Francisco 

According  to  the  Department  of  Recreation  and  Park  (DRP),  the  City's  municipal  golf  system  consists  of  6 
facilities:  Harding  Park,  Lincoln  Park,  and  Sharp  Park  are  1 8-hole  golf  courses;  and  Fleming,  Golden  Gate 
and  McLaren  Park  are  9-hole  courses.  All,  except  McLaren  Park,  are  maintained  and  operated  by  the  City, 
with  pro-shop,  scheduling  and  concessions  managed  by  private  contractors.  Since  1980,  all  of  McLaren 
Park's  operations,  including  management,  concessions  and  maintenance  were  contracted  to  a  private 
company. 


In  an  earlier  analysis  conducted  by  the  Office  of  the  Legislative  Analyst  (OLA)  in  January  7,  1999,  DRP 
staff,  as  well  as  the  U.S.  Golf  Association,  reported  that,  due  to  lack  of  capital  investment,  the  City's  golf 


1  Enterprise  funds  are  created  for  municipal  operations  that  produce  an  income  based  on  the  sale  of  a  tangible  good,  for 
example  public  utilities  and  airports.  In  San  Francisco,  the  Airport,  Hetch-Hetchy  and  the  Water  Department  operate  as 
enterprise  departments. 
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courses  were  in  poor  condition.2  At  that  time,  DRP  had  not  determined  the  level  of  capital  investment 
needed  to  upgrade  its  courses.  The  Department  then  commissioned  ERA,  a  financial  consulting  firm,  to 
develop  financial  models  necessary  to  improve  Harding  Park.  DRP  had  indicated  at  the  time  that,  based  on 
the  consultant's  projections,  they  anticipated  making  recommendations,  which  could  include  some  rate 
increases  for  both  residents  and  non-residents,  in  order  to  raise  revenue  for  Harding's  needed  capital 
improvements.  Because  DRP  staff  believed  these  improvements  could  not  be  efficiently  phased  over  time, 
and  instead  should  be  done  through  a  complete  renovation,  they  had  previously  considered  retaining  one  or 
more  private  contractors  on  a  long  term  basis  (over  30  years)  to  fund  all  capital  improvements  and 
operations,  except  maintenance.  A  Request  for  Qualifications/Request  for  Proposals  (RPQ/RFP)  approved 
by  the  Recreation  and  Park  Commission  was  issued  for  the  Harding  Park/Fleming  Golf  Courses  on  July  16, 
1999.  According  to  DRP  staff,  due  to  lack  of  manpower  and  delays  in  the  Harding  Park/Fleming  Golf 
Course  project,  DRP  was  also  been  unable  to  issue  RFQ/RFP  for  3  other  expired  long-term  contracts  at 
Lincoln  Park,  Golden  Gate,  and  McLaren  Park  golf  courses.  All  five  courses  are  currently  operated  on  a 
month-to-month  basis  by  a  variety  of  local  contractors.  An  existing  long-term  contract  for  Sharp  Park  will 
expire  in  2003.  The  department  is  currently  considering  using  municipal  financing  to  pay  for  needed 
improvements  at  its  golf  courses. 

CURRENT  PRACTICE:  Funding 

Currently,  all  golf  course  revenues  are  deposited  in  the  general  fund,  and  returned,  in  whole,  to  DRP  for 
appropriation  into  golf  and  various  departmental  programs.  The  City  also  augments  golf  course  revenues 
with  an  additional  annual  General  Fund  Facilities  Maintenance  subsidy  of  approximately  $400,000, 
according  to  the  Controller's  Office.  DRP  does  not  have  a  golf  course  special  fund,  which  would  enable  all 
golf  course  revenues  to  be  appropriated  for  golf  course  uses. 

ISSUE  ANALYSIS:  San  Francisco 

The  information  described  below  is  also  summarized  in  an  attached  table,  "The  City's  Municipal  Golf 
Courses:  Funding  and  Operations." 

Annual  Revenue 

In  the  1999  OLA  report  cited  earlier,  the  Legislative  Analyst  reported  that  the  City's  golf  courses  had  been 
generating  surplus  revenue,  which  was  appropriated  to  fund  other  DRP  programs.  According  to  DRP  staff, 
golf  course  revenue  originates  primarily  from  green  fees.  The  department  also  receives  a  percentage  of 
revenue  generated  by  concessionaires  -  about  10  percent. 

Concessions,  per  golf  course,  generally  gross  below  $1  million,  except  at  Sharp  Park  where  sales  reached 
almost  $1.5  million  in  FY  1999-00.  Concessions  include  merchandise,  lessons,  rentals,  food  and  beverage 
sales,  and  cart  rentals.  Some  facilities  also  generate  revenue  from  range  fees,  banquets,  and  lottery  tickets, 
although  a  majority  of  the  income  is  drawn  from  merchandise,  food  and  beverage  sales,  and  cart  rentals. 
While  FY  2000-01  actual  revenue  figures  are  not  currently  available,  they  are  expected  to  mirror  those  of 
previous  years,  since  DRP's  golf  course  operations  have  remained  essentially  the  same.  In  terms  of  golf 
course  revenue,  approximately  10  percent  of  DPR' s  income  generally  originates  from  concessions.  In  FY 
1999-00,  DRP  received,  in  total,  about  $423,000  from  concessions  -  a  percentage  of  revenue  generated  by 
concessionaires. 

Green  fees  continue  to  generate  more  revenue  than  concessions,  particularly  in  the  larger  1 8-hole  golf 
courses  -  Harding,  Lincoln  and  Sharp.  These  courses  gross  over  $1  million  annually  in  green  fees  (see 


2  The  OLA  report,  titled  "Privatizing  City  Golf  Courses"  (File  No.  98-1746)  was  published  in  January  7,  1999,  and  is 
available  on  the  OLA  website  at  ci.sf.ca.us/bdsupvrs/leganalyst/reports. 
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attachment).  In  FY  1999-00,  total  annual  revenue  from  green  fees  for  all  courses  was  slightly  over  S4.7 
million.  Therefore,  during  this  period,  revenues  from  green  fees  and  concessions  totaled  approximately  S5. 1 
million,  compared  to  $5.5  million  reported  the  previous  fiscal  year.3 

Annual  Appropriations  &  Budget  Allocations 

DRP  utilizes  a  different  budgeting  mechanism  for  the  five  courses  it  operates.  According  to  DRP  staff, 
Harding  and  Fleming  share  the  same  budget  because  the  Fleming  facility  is  surrounded  by  Harding. 
Additionally,  these  courses  share  the  same  pro  shop  and  restaurant,  and  are  also  maintained  by  the  same 
DRP  staff.  Lincoln  and  Golden  Gate  also  share  the  same  budget,  and  that  is  due  to  these  courses  being  in 
close  proximity  to  each  other,  according  to  DRP  staff.  Even  though  these  courses  share  the  same  budget, 
their  revenues  are  reported  separately  by  DRP. 

DRP's  FY  2000-01  budget  for  the  City's  golf  courses  was  approximately  $3.4  million  (see  attached  "Golf 
Budget  information  FY  00-01).  Budget  items  include  salaries,  benefits,  contractual  services,  materials  and 
supplies,  services  of  other  departments,  facility  maintenance,  as  well  as  $13,259,  which,  according  to  DRP 
staff,  was  expended  on  maintenance  equipment  for  Harding  Park/Fleming  golf  courses.  A  majority  of  the 
budget  is  expended  on  salaries  and  benefits  -  about  77  percent.  Regarding  these  high  personnel  costs,  DRP 
staff  says  that  the  hourly  labor  costs  for  golf  course  positions  are  consistent  with  comparable  positions  in  the 
City.  They  add  that  total  labor  costs  are  higher  than  other  parks  under  DRP's  jurisdiction,  because  of  the 
higher  ratio  of  staff  to  acreage  required  to  maintain  a  golf  course.  Comparatively,  almost  12  percent  of 
DRP's  golf  course  budget  is  allocated  to  facility  maintenance  -  about  $400,000,  based  on  the  FY  2000-01 
budget.4 

Staff  and  Duties 

Currently,  private  contractors  handle  all  golf  course  operations,  except  maintenance  functions.  DRP 
currently  assigns  46  employees  (full  time  equivalents)  to  10  positions  related  to  golf  course  operations  (see 
attached  "Golf  Course  Position  Information").  About  35  full  time  employees  are  each  assigned  to  different 
golf  courses.  Another  10  positions  are  shared  among  the  five  golf  courses.  For  example,  the  Golf  Program 
Director  works  in  all  five  courses,  and  so  do  the  2  Pest  Control  Specialists  and  the  General  Laborer.  DRP 
staff  has  indicated  that,  while  they  support  contracting  the  starter,  pro  shop,  and  restaurant  functions  of  the 
golf  courses  to  outside  operators,  the  Department  would  still  continue  to  maintain  its  golf  courses. 

Resident  and  non-resident  players 

In  all  City  golf  courses,  except  Harding  Park,  the  overall  number  of  players  increased  slightly  m 
FY  1999-00  from  the  previous  fiscal  year.  Harding  Park,  which  was  once  regarded  as  a  championship 
course,  experienced  a  slight  decrease  in  the  total  number  of  rounds  -  from  almost  86,000  in  FY  1998-99  to 
approximately  85,000  in  FY  1999-00. 

The  1999  OLA  report  indicated  that  "although  estimates  vary  widely,  seniors  and  City  residents  make  up, 
collectively,  at  least  two  thirds  of  players  at  City  golf  courses."  This  trend  has  carried  over  to  FY  1999-00, 
according  to  DRP  staff.  In  terms  of  golf  course  fees,  San  Francisco's  resident  players  continue  to  pay  lower 
fees  than  non-residents.  For  example,  currently,  the  weekday  rate  for  residents  is  $17  compared  to  S26 
charged  under  the  standard  rate.  However,  if  DRP  proceeds  with  its  golf  course  renovations,  both  residents 
and  non-residents  could  be  subject  to  higher  fees. 


3  NOTE:  McLaren  Park's  Golf  revenues  reflect  rent  paid  not  revenue  from  green  fees. 

4  During  the  2001-01  budget  process,  the  operating  budget  was  decreased  by  SI  1 1,509  and  mandatory  attrition  savings 
were  increased  by  $98,662  based  on  the  anticipated  closure  of  Harding  ParbTlerning  Golf  Courses. 
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THE  CITY'S  MUNICIPAL  GOLF  COURSE? 

5:  FUNDING  AND  OPE 

RATIONS 

Harding 

Fleming 

Lincoln 

Sharp 

Golden 
Gate 

McLaren**** 

FY  1999-00 
Revenue 

Green  Fees 

<T1    1Q1  AAA 

<C  1    1  AC  AAA 

C/l^1  AAA 

CJAl  All 

Concessions 

$131,000* 

$114,000 

$138,000 

$6,000 

$34,000 

Annual  Appropriations 
(FY2000-01) 

$1,367,407 

1,225,884 

1,070,780 

N/A 

Staff  Size  (By  Position) 

16.96 

15.52 

13.52 

N/A 

Green  Fees*** 

Weekdays 

$26 

$13 

$23 

$23 

$10 

N/A 

(Standard) 

Weekends  & 
Holidays 

$31 

$13 

$27 

$27 

$13 

N/A 

Green  Fees 

Weekdays 

$17 

$7 

$15 

$15 

$6 

N/A 

(Resident) 

Weekends  & 
Holidays 

$20 

$9 

$18 

$18 

$8 

N/A 

Rounds 
(FY  1999-00) 

84,768 

61,492 

68,290 

72,002 

55,778 

32,838 

Budget 
Allocations 

Salaries 

$821,1 12 

$746,194 

656,598 

N/A 

Benefits 

207,028 

* 

186,548 

164,149 

** 

N/A 

Contractual 
Services 

24,651 

22,652 

19,321 

N/A 

Material  & 
Supplies 

80,612 

74,076 

63,182 

N/A 

Services  of 
Other  Dept. 

65,745 

60,414 

51,530 

N/A 

Facility 
Maintenance 

148,000 

136,000 

116,000 

N/A 

Capital 
Outlay 

13,259 

N/A 

Data  compiled  by  the  Office  of  the  Legislative  Analyst,  July  2001. 


* —  Harding  and  Fleming  combined. 
**-  Golden  Gate  combined  with  Lincoln 

***  Green  Fees  are  charged  as  follows:  Resident  (W'eekdayAVeekend);  Non-resident  (WeekdayAVeekend);  Junior 
(Weekday AVeekend);  Senior  (WeekdayAVeekend/  After  lpm/back  9/);  Back  9  (WeekdayAVeekend);  Twilight  (Weekday 
lpmAVeekend  1pm/  Weekday  2pmAVeekend  2pm;  Weekday  4pmAVeekend  4pm);  and  Student 
****McLaren  Park  (a.k.a.  Gleneagles)  is  entirely  operated  by  a  private  contractor. 
N/A  =  Not  Applicable 

Analysis:  Municipal  Golf  Courses  in  Other  Jurisdictions 

The  following  section  discusses  municipal  golf  course  operations  and  funding  in  Alameda  Municipal  Golf 
Course,  De  La  Veaga  in  Santa  Cruz,  Palo  Alto  Municipal  Golf  Course,  Poplar  Creek  in  San  Mateo,  and 
Shoreline  Golf  Links  in  Mountain  View. 

Alameda  Municipal  Golf  Course.  The  Alameda  Municipal  Golf  Courses  consists  of  two  18-hole  courses, 
and  one  9-hole  course,  totaling  330  acres.  The  City  manages  and  operates  all  aspects  of  the  courses, 
including  the  pro  shop.  The  course  operates  as  an  enterprise  fund  and  reimburses  the  City  of  Alameda 
$692,000  per  year  for  administrative  and  other  costs,  which  in  FY  2000-01  was  12  percent  of  the  courses 
budget.  Generally,  the  course's  revenues  exceed  expenditures  but  a  $1,400,000  capital  improvement  project 
in  FY  2000-01  caused  a  $164,824  shortfall.  As  an  enterprise  course,  this  facility  retains  all  of  its  revenues 
for  the  course  and  also  retains  unspent  funds  from  one  fiscal  year  to  the  next.  For  example,  the  course's  FY 
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2000-01  budget  was  107  percent  of  its  FY  1999-00  revenues. 


De  La  Veaga,  Santa  Cruz.  De  La  Veaga  is  an  18-hole,  125-acre  course  with  75  irrigated  acres.  Private 
firms  operate  the  golf  school  and  pro  shop.  The  City  operates  all  other  aspects  of  the  course's  operations. 
The  course  operates  as  an  enterprise  fund  and  the  City  of  Santa  Cruz  is  reimbursed  for  administrative  and 
other  services.  The  facility  had  net  revenues  of  $234,352  in  FY  2000-01.  These  revenues  were  retained  for 
course  operations  and  capital  improvement  projects.  The  FY  2000-01  budget  was  97  percent  of  FY  1999-00 
revenues. 

Palo  Alto  Municipal  Golf  Course.  The  Palo  Alto  Municipal  course  is  an  18-hole,  170-acre  course.  The 
City  maintains  the  course  and  other  aspects  of  course  operations,  and  private  firms  manage  the  golf  and  pro 
shop  operations.  City  general  fund  appropriations  finance  the  golf  course  and  all  revenues  generated  are 
returned  to  the  general  fund.  According  to  City  of  Palo  Alto  staff,  the  course  generated  net  revenues  of 
between  $500,000  and  $800,000  per  year  before  a  $5,000,000  capital  improvement  project  in  FY  1999-00. 
In  FY  2000-01,  expenditures  exceeded  revenues  by  $615,000.  The  FY  2000-01  budget  was  125  percent  of 
FY  1999-00  revenues,  which  necessitates  a  City  of  Palo  Alto  subsidy  for  the  course. 

Poplar  Creek,  San  Mateo.  The  Poplar  Creek  course  is  an  18-hole,  105-acre  course.  Private  firms  manage 
the  pro  shop  and  concessions  operations.  The  City  manages  all  other  aspects  of  the  course.  This  facility 
operates  as  an  enterprise  fund.  In  FY  2000-01,  the  City  of  San  Mateo  received  a  $485,000  payment  to  the 
general  fund  from  Poplar  primarily  in  lieu  of  taxes.  The  course  retains  all  of  its  revenues  for  the  course  and 
retains  unspent  funds  from  one  fiscal  year  to  the  next.  The  course  was  closed  due  to  construction  in  FY 
1999-2000.  However,  an  appropriation  from  the  City  was  not  needed  for  FY  2000-01  costs,  rather  residuals 
in  the  enterprise  fund  were  used  to  finance  the  course.  In  FY  2000-01,  net  revenues  realized  were  5200,000. 

Shoreline  Golf  Links,  City  of  Mountain  View.  Shoreline  is  an  18  hole,  182-acre  course.  Shoreline  was 
developed  from  1981  to  1983  over  landfill  that  was  imported  from  the  City  and  County  of  San  Francisco. 
For  its  first  14  years,  Shoreline  Golf  Links  was  leased  out  to  a  series  of  golf  management  entities.  Landfill 
maintenance  issues  together  with  deferred  maintenance  of  the  golf  course's  irrigation  system  resulted  in 
costly  litigation  with  the  lessees.  Approximately  $7,000,000  was  expended  in  litigation  and  golf  course 
infrastructure  improvements  between  1983  and  1995.  Since  assuming  control  and  operation  of  the  course  in 
late  1995,  the  City  of  Mountain  View  has  expended  over  $4,000,000  on  upgrading  and  improving  subsurface 
drainage  and  replacing  the  entire  irrigation  system. 

Currently,  city  employees  staff  all  aspects  of  the  course's  operations  (including  the  pro  shop,  customer 
service  counter,  golf  carts,  and  practice  greens),  except  for  Michaels  Restaurant,  which  is  operated  by  a 
private  lessee.  The  course  is  financed  with  a  special  fund,  which  functions  like  an  enterprise  fund.  The 
course  reimburses  the  City  of  Mountain  View  approximately  $300,000  per  year  for  services  rendered,  and 
retains  the  remainder  of  revenues  in  the  special  fund.  For  any  capital  improvement  projects,  the  course  pays 
the  City  a  6.5  percent  fee.  The  course  has  been  operated  for  the  past  four  years  in  a  manner  designed  to  fund 
capital  improvements  out  of  operating  revenues.  Upon  completion  of  these  improvements,  the  City  of 
Mountain  View  intends  to  operate  the  course  more  profitably  so  that  its  revenues  can  exceed  expenditures 
(including  payments  to  the  General  Fund  for  City  services,  payments  for  insurance,  and  equipment 
replacement  fund  allocations)  by  a  significant  margin.  A  rate  increase  was  approved  by  the  City  Council  in 
May  2001  to  achieve  this  financial  objective. 

Course  Comparisons 
Revenues  and  Expenditures 

The  revenues  and  expenditures  of  municipal  golf  courses  are  not  directly  comparable  due  to  varying  capital 
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needs.  The  capital  improvement  needs  of  some  courses  are  much  higher  as  a  result  of  landfill,  irrigation, 
settlement  and  other  issues.  Consequently,  the  following  table  shows  net  revenues  or  losses  with  and 
without  capital  improvements.  The  table  below  shows  that  in  FY  2000-2001,  four  of  the  five  courses 
surveyed  realized  net  revenues  when  excluding  capital  improvement  costs.  Additionally,  most  of  the 
courses  returned  100%  or  above  of  the  course  revenues  to  the  course. 


Table  U  Revenues  and  Expenses 


Golf  Course 

Revenues,  FY 
i  goo  'toon 

Revenues,  FY 

Annual 
Appropriation, 
FY  2000-2001 

Total  Budget, 

r  Y  ZUUU-ZUU1 

%  Returned 
to  the 
Course** 

Net  revenue 
(including 
CI*),  2000- 
2001 

Net  revenue 
(excluding 
CI*),  2000- 
2001 

Alameda  Municipal 
Golf  Course 

$  5,400,000 

$  5,600,000 

Enterprise 

$  6,410,467 

119% 

$(810,467) 

$1,189,533 

De  La  Veaga,  Santa 
Cruz 

$  1,886,050 

$  2,072,000 

Enterprise 

$  1,837,648 

97% 

$  234,352 

$  466,919 

Municipal  Golf 
Courses  in  San 
Francisco 

$5,100,000 

N/A 

$  3,400,000 

$  3,700,000 

72% 

N/A 

N/A 

Palo  Alto  Municipal 
Golf  Course 

$  3,200,000 

$  3,385,000 

$  2,800,000 

$  4,000,000 

125% 

$(615,000) 

$  (15,000) 

Poplar  Creek,  San 
Mateo 

Closed 

$  2,700,000 

Enterprise 

$  2,550,000 

N/A 

$  150,000 

$  200,000 

Shoreline  Golf 
Links,  City  of 
Mountain  View5 

$  3,030,000 

$  3,149,639*** 

special  fund 

$  2,996,572 

103% 

$  153,067 

$  453,067 

*Capital  Improvements  (CI) 

**%  Returned  to  the  Course  is  the  2000-2001  budget  as  a  percent  of  1999-2000  revenues 

***Excludes  $200,00  investment  income  earnings 

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 

Funding  Strategies 

The  funding  strategies  of  the  municipal  courses  surveyed  vary.  Two  of  the  six  courses  surveyed  (San 
Francisco  Courses  and  the  Palo  Alto  Municipal  Golf  Course)  are  supported  by  general  funds,  while  the 
remainder  (Alameda  Municipal  Golf  Course,  Poplar  Creek  in  San  Mateo,  Shoreline  Golf  and  De  La  Veaga 
in  Santa  Cruz)  are  supported  by  enterprise  or  special  funds. 


Enterprise-funded  courses.  Enterprise-funded  courses  separate  funds  and  operations  from  other  City 
operations.  Cities  may  charge  such  courses  "administrative  costs,"  which  the  General  Fund  incurs  for 
services  rendered  to  the  golf  facility.  Similarly,  rent  or  a  similar  charge  may  be  assessed  if  another  fund 
provided  the  original  investment  that  created  the  enterprise  fund  (see  attached  OLA  98-1746  for  more 
information).  The  benefit  of  the  enterprise  fund  is  that  revenues  from  the  course  are  retained  in  the  course. 
Additionally,  courses  are  allowed  to  save  money  from  year  to  year  to  fund  capital  improvements.  However, 
because  enterprise  funds  separate  funds  from  the  rest  of  City  government,  they  impose  limits  on  the 
flexibility  with  which  departments  and  policymakers  can  shift  funding  priorities  from  one  program  to 
another. 

Fees 

Differing  markets,  objectives,  and  course  design  influence  the  fees  courses  charge  and  the  services  they 


5  Shoreline  Golf  Links  underwent  significant  capital  expense  in  the  past  two-years,  which  skews  operating  data. 
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provide.  In  evaluating  fees,  course  quality  should  be  considered.  However,  no  objective  rating  of  the 
courses  that  includes  factors  other  than  course  difficulty  is  available.  Drawing  comparisons  based  strictly  on 
fees  is  difficult  because  the  courses  served  vary  in  difficulty  and  aesthetic  quality. 

In  terms  of  rates,  at  $17  weekday  and  $20  weekend  and  holiday,  the  Harding  Course  in  San  Francisco 
charges  resident  fees  that  are  lower  than  those  charged  by  other  surveyed  junsdictions.  With  the  exception 
of  Palo  Alto  Municipal,  courses  generally  provide  resident,  senior,  and  junior  discounts.  In  the  surveyed 
jurisdictions,  the  range  of  fees  for  residents  is  $19.00  to  $29.00  on  weekdays  and  $22.00  to  S39.00  on 
weekends.  Whereas  weekend  and  holiday  fees  on  average  are  $10.00  higher  for  residents  in  these 
jurisdictions,  weekend  rates  for  residents  in  San  Francisco's  municipal  courses  increase  by  no  more  than 
$3.00.  On  the  other  hand,  nonresident  fees  in  all  jurisdictions,  including  San  Francisco,  range  from  S26.00 
to  $35.00  on  the  weekday  and  $27.00  to  $50.00  on  weekends.  While  San  Francisco's  non-resident  green 
fees  are  not  the  lowest,  they  are  also  not  the  highest,  compared  to  other  jurisdictions. 


Table  2:  Fees 


Golf  Course 

Weekday  Green  Fees 

Weekday 

Weekend 

Weekend 

-  Resident 

Green  Fees  - 

Green  Fees- 

Green  Fees  - 

Nonresident 

Resident 

Nonresident 

Alameda  Municipal  Golf  Course 

$19.00 

$26.00 

S22.00 

$29.00 

Palo  Alto  Municipal  Golf  Course 

$21.00* 

S23.00 

S39.00 

S39.00 

Poplar  Creek,  San  Mateo 

$25.00 

S32.00 

S30.00 

S38.00 

De  La  Veaga,  Santa  Cruz 

$26.00 

$35.00 

$34.00 

$45.00 

Shoreline  Golf  Links,  City  of  Mountain  View 

$28.00 

$35.00 

$43.00 

$50.00 

Harding  Park** 

$17.00 

$26.00 

$20.00 

$31.00 

*Senior  resident  only 

**Harding  Park  was  selected  because  it  charges  the  highest  fees  of  all 

municipal  golf  courses  in  San  Francisco.  

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 


Budget  Allocation,  Staff,  Players  (resident  versus  nonresident),  and  Acreage.  The  budgets  and  percentage 
allocations  are  summarized  in  detail  for  each  course  in  Attachment  1 . 

A  comparison  of  staff  size  to  players  and  course  acreage  is  also  available  in  Attachment  2.  As  shown, 
courses  with  larger  acreage,  generally  hire  more  maintenance  staff.  For  example,  San  Francisco,  which 
operates  5  golf  courses,  hires  more  staff  (46  FTEs),  compared  to  other  surveyed  jurisdictions,  which  operate 
fewer  courses. 

CONCLUSION 

This  report  shows  that  when  it  comes  to  the  operations  and  funding  of  municipal  golf  courses,  cities  utilize 
various  mechanisms  to  manage  their  facilities.  Operations  of  golf  courses  range  from  the  Alameda  model, 
whereby  the  City  operates  all  golf  course  operations,  to  the  more  common  model,  also  utilized  in  San 
Francisco,  whereby  the  city's  golf  course  operations  are  partially  contracted  out  to  one  or  more  private 
companies. 

In  regard  to  funding,  most  surveyed  jurisdictions  utilize  enterprise  funds  to  support  their  golf  course 
operations.  The  ability  of  golf  facilities  to  retain  their  revenues  rather  than  depositmg  them  in  the  general 
City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco,  California  94102-4689 
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fond,  enables  greater  flexibility  in  terms  of  funding  capital  improvements  and  for  setting  other  budget 
priorities.  However,  as  also  noted,  such  special  funds  also  limit  the  ability  of  departments  or  policymakers 
to  use  surplus  revenues  generated  by  a  municipal  entity  to  set  department-wide  or  citywide  budget  priorities. 


City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Ro&m  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


9 


Attachment  1 :  Course  Budgets 


Alameda  Municipal  Golf  Courses  Budget  -  2000-2001 


Item 

Allocation 

Percent 

personnel  services 

1,998,621 

35% 

Supplies 

627,290 

11% 

Services 

1,046,980 

18% 

Debt  Interfund  (payment  to  the  City's  General  Fund) 

691,933 

12% 

Capital  Improvements 

1,400,000 

24% 

Total 

5,764,824 

100% 

Palo  Alto  Municipal  Golf  Course  Budget  -  2000-2001 

Item 

Allocation 

Percent 

Salaries  &  Benefits 

854,000 

24.33% 

Supplies  and  Materials 

310,000 

8.83% 

Contract  Services 

950,000 

27.07% 

General  Expense 

4000 

0.11% 

Rents  and  Leases 

1400 

0.04% 

Facilities  and  Equipment  purchases 

25,000 

0.71% 

Indirect  allocated  charges  (payback  to  the  City  for  equipment  maintenance, 

65,000 

1.85% 

replacement,  charge  to  landfill) 

Direct  allocated  charges  (water,  electric,  gas  sales,  refuse  (garbage),  storm 

300,000 

8.55% 

drain) 

General  fund  subsidy 

400,000 

1 1 .40% 

Capital  Improvements 

600,000 

17.10% 

Total 

3,509,400  100.00% 

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 

*Maintenance  is  not  a  separate  line  item  but  is  included  in  personnel  services,  supplies,  and  services. 


San  Mateo  Course  Budget  -  2000-2001 


Item 

Allocation 

Percent 

Salaries  &  Benefits 

1,031,246.00 

42.5% 

Services 

78,835.00 

3.2% 

Supplies  and  Materials 

36,870.00 

1.5% 

General  Expense 

50,223.00 

2.1% 

Equipment  purchases 

1,113.00 

0.0% 

Utilities 

58,897.00 

2.4% 

Maintenance 

5,200.00 

0.2% 

Contractual  services 

26,884.00 

1.1% 

General  fund  payment  (primarily  for  services  rendered) 

485,000.00 

20.0% 

Capital  Outlay 

11,221.00 

0.5% 

Debt  Service 

641,000.00 

26.4% 

Total 

2,426,489.00 

:oo.o'  ■ 

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 
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Santa  Cruz,  De  La  Veaga  Course  Budget  -  2000-2001 


Item 

Allocation 

Percent 

Personnel  Services 

670,110.00 

31% 

Supplies  and  Services 

834,982.00 

38% 

Capital  Outlay 

40,000.00 

2% 

Total  debt  service 

271,251.00 

12% 

Capital  improvements 

375,000.00 

17% 

Total 

2,191,343.00 

100% 

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 


Shoreline  Golf  Links  Budget  -  1999-2000 


Item 

Allocation 

Percent 

Salaries 

1,098,290 

36% 

Wages 

127,505 

4% 

Benefits 

331,595 

11% 

Materials  and  Supplies 

262,711 

9% 

Maintenance  and  Operations 

134,627 

4% 

Utilities 

383,300 

13% 

Professional  and  Technical  Services 

151,310 

5% 

Other  Expenses 

260,240 

9% 

Capital  Improvements 

300,000 

10% 

Total 

3,049,578 

100% 

Data  collected  by  the  Office  of  the  Legislative  Analyst,  July  2001 
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Attachment  2:  Comparison  Table 


Golf  Course 

Size  of 
permanent 
staff 

Size  of 
staff  part- 
time  staff 

Number  of 
rounds 

Acreage 

Resident  and 
non-resident 

Course 
description 

Alameda 
Municipal  Golf 
Course 

26 

51 

250,000 

330  acres 

40%  resident, 
60%  nonresident 

2  18  hole 
companionship 
courses,  1  9  hole 
executive 

Palo  Alto 
Municipal  Golf 
Course 

12 

3 

92  000 

170  acres 

because  they 
only  tract  senior 
residents 

above  average 
municipal  golf 
course 

San  Mateo 

12 

14 

97  000 

65%  nonresident 

18  hole,  full 
regulation  course 

De  La  Veaga, 
Santa  Cruz 

12 

1 

75,128 

125  (75  under 
irrigation) 

62%  resident, 
38%  nonresident 

1 8  hole  course 

Shoreline  Golf 
Links,  City  of 
Mountain  View 

182  acreage 

24%  resident, 
76%  nonresident 

1 8  hole  course, 
with  very  long  to 
short  T's  which 
accommodate 
varying  levels  of 
ability 

Municipal  Golf 
Courses  in  San 
Francisco6 

46 

0 

340,000 

Ranges  from 
27.9  acres  at 
Golden  Gate 
to  454.720 
acres  at  Sharp 
Park. 

2/3  resident;  1/3 
non-resident 

2  courses  are  9- 
hole,  and  3  are 
18-hole. 

6  McLaren  golf  course  is  exclude  from  this  table. 
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PEDESTRIAN  SAFETY 


SUMMARY 


SUMMARY  OF  REQUESTED  ACTION 


DOCUMENTS  DEPT 

AUG  2  0  2001 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


The  San  Francisco  Board  of  Supervisors  requested  the  Office  of  the  Legislative  Analyst  (OLA)  to  provide 
research  outlining  the  effects  of  making  pedestrian  safety  the  highest  priority  in  the  decision-making  processes 
of  the  Department  of  Parking  and  Traffic  (DPT),  (and  the  Municipal  Transportation  Agency  when  it  takes  over 
the  functions  of  DPT),  as  well  as  the  effects  of  making  the  benchmark  for  effective  pedestrian  safety  whether  the 
most  vulnerable  sections  of  our  population  have  been  adequately  protected.  OLA  was  also  requested  to  study 
whether  other  jurisdictions  have  implemented  such  policy  measures  and  whether  they  have  been  successful  in 
lowering  pedestrian  injuries  and  deaths. 


SUMMARY 

Pedestrian  safety  interpreted  in  the  most  narrow  engineering  terms  can  result  in  less  pleasant  and  possibly  less 
safe  pedestrian  areas,  than  areas  and  crossings  designed  as  pedestrian  environments.  For  example,  channelizing 
pedestrians  into  few  monitored  spaces,  rather  than  more  areas  and  crossings  designed  as  pedestrian  spaces  can 
backfire,  with  pedestrians  crossing  in  traffic  gaps  and  outside  of  crosswalks.  While  putting  pedestrians  first 
could  affect  overall  circulation  of  other  modes,  slowing  vehicular  and  transit  traffic,  that  need  not  be  the 
outcome.  Providing  transit  rights-of-ways  such  as  transit  guideways,  transit  only  lanes,  and  associated 
enforcement  of  traffic  laws  can  ensure  an  efficient  multi  modal  system.  Putting  single  occupancy  vehicles  lower 
in  the  transportation  hierarchy  aligns  with  current  thinking  regarding  city  planning  and  environmental  concerns, 
and  is  consistent  with  support\of  transit  orient  development.  The  best  system,  in  the  view  of  those  contacted  for 
this  report,  is  a  balanced  system  that  allows  residents,  commuters  and  visitors  to  make  choices  among  a  variety 
of  modes. 
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ANALYSIS 

BACKGROUND 

In  the  nine  and  one-half  year  period,  1990-mid  1999,  307  pedestrians  were  killed  on  San  Francisco  streets,  an 
average  of  32.3  fatalities  per  year.1  In  2000,  30  pedestrian  fatalities  were  reported.  While  figures  for  2001, 
seven  fatalities  for  the  first  six  months  of  the  year,  are  down,  concern  remains  about  the  number  of  fatalities  and 
how  to  prevent  them.  In  July  2000,  the  City  held  its  first  Pedestrian  Safety  Summit.  According  to  the  report  on 
the  summit,  the  results  of  a  May  2000  survey  by  the  Controller's  Office  indicate  that  one  out  of  every  three  san 
Franciscans  does  not  feel  safe  when  crossing  the  street.  The  report  on  the  summit  contained  more  than  100 
recommendations  by  participants,  and  was  intended  to  serve  as  a  blueprint  for  development  of  a  City  Pedestrian 
Safety  Master  Plan.2 

CURRENT  LAW  AND  PRACTICE 

State  Assembly  Bill  841 

AB  841.  Pedestrian  Safety,  has  been  introduced,  at  the  state  Assembly.  This  bill  would  establish  a  17-member 
California  Pedestrian  Access  and  Safety  Commission  for  the  purpose  of  reviewing  and  improving 
pedestrian  sidewalks  and  street  crossing  infrastructure  throughout  the  state  and  ensuring  that  the  pedestrian 
infrastructure  is  accessible  and  safe  for  all  who  use  the  public  rights-of-way. 

San  Francisco  Charter 

The  City's  transit  first  policy  which  follows,  contains  provisions  that  address  pedestrian  safety  and  the 
pedestrian  environment,  see  particularly  items  1,  3  and  5. 

SEC.  16.102.     TRANSIT-FIRST  POLICY.     The  following  principles  shall  constitute  the  City  and  County's 
transit-first  policy  and  shall  be  incorporated  into  the  General  Plan  of  the  City  and  County.  All  officers,  boards, 
commissions,  and  departments  shall  implement  these  principles  in  conducting  the  City 
and  County's  affairs: 

1.  To  ensure  quality  of  life  and  economic  health  in  San  Francisco,  the  primary  objective  of  the 
transportation  system  must  be  the  safe  and  efficient  movement  of  people  and  goods. 

2.  Public  transit,  including  taxis  and  vanpools,  is  an  economically  and  environmentally  sound  alternative 
to  transportation  by  individual  automobiles.  Within  San  Francisco,  travel  by  public  transit,  by  bicycle  and  on 
foot  must  be  an  attractive  alternative  to  travel  by  private  automobile. 

3.  Decisions  regarding  the  use  of  limited  public  street  and  sidewalk  space  shall  encourage  the  use  of  public 
rights  of  way  by  pedestrians,  bicyclists,  and  public  transit,  and  shall  strive  to  reduce  traffic  and  improve  public 
health  and  safety. 


1  California  Highway  Patrol,  State-wide  Integrated  Traffic  Records  System  (SWITRS),  as  reported  in,  Nick  Carr,  San  Francisco 
Department  of  Parking  and  Traffic,  Pedestrian  Fatality  Report  for  1997-98. 

2  Report  on  San  Francisco's  First  Pedestrian  Safety  Summit,  submitted  by  then  Supervisor  Mabel  Teng  to  the  Board  of  Supervisors; 
July  31,  2000. 
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4.  Transit  priority  improvements,  such  as  designated  transit  lanes  and  streets  and  improved  signalization, 
shall  be  made  to  expedite  the  movement  of  public  transit  vehicles  (including  taxis  and  vanpoolsj  and  to  improve 
pedestrian  safety. 

5.  Pedestrian  areas  shall  be  enhanced  wherever  possible  to  improve  the  safety  and  comfort  of  pedestrians 
and  to  encourage  travel  by  foot. 

6.  Bicycling  shall  be  promoted  by  encouraging  safe  streets  for  riding,  convenient  access  to  transit,  bicycle 
lanes,  and  secure  bicycle  parking. 

7.  Parking  policies  for  areas  well  served  by  public  transit  shall  be  designed  to  encourage  travel  by  public 
transit  and  alternative  transportation. 

8.  New  transportation  investment  should  be  allocated  to  meet  the  demand  for  public  transit  generated  by 
new  public  and  private  commercial  and  residential  developments. 

9.  The  ability  of  the  City  and  County  to  reduce  traffic  congestion  depends  on  the  adequacy  of  regional 
public  transportation.  The  City  and  County  shall  promote  the  use  of  regional  mass  transit  and  the  continued 
development  of  an  integrated,  reliable,  regional  public  transportation  system. 

10.  The  City  and  County  shall  encourage  innovative  solutions  to  meet  public  transportation  needs 
wherever  possible  and  where  the  provision  of  such  service  will  not  adversely  affect  the  service  provided  by  the 
Municipal  Railway.  (Added  November  1999) 

The  General  Plan 

The  Urban  Design  and  Transportation  elements  of  the  General  Plan  contain  policies  related  to  improving 
pedestrian  environments  and  pedestrian  safety.  Planners  assert  that  well  designed  pedestrian  environments 
increase  pedestrian  safety. 

Urban  Design  Element 

According  to  the  Urban  Design  element  studies  show  that  the  outstanding  concerns  of  people  today  in  their 
neighborhood  environment  are  matters  of  health  and  safety.  Traffic  is  the  leading  issue,  with  automobiles 
moving  through  residential  areas  in  large  volumes  and  at  high  speeds,  producing  noise  and  pollutants  and 
putting  pedestrians  in  constant  danger.  With  each  increase  in  traffic  the  streets  become  less  a  part  of  the  living 
environment  and  more  a  world  of  their  own.  Residents  find  the  streets  unsafe  and  unpleasant,  and  try  to  shut 
them  out.  The  following  is  a  relevant  objective. 

IMPROVEMENT  OF  THE  NEIGHBORHOOD  ENVIRONMENT  TO  INCREASE  PERSONAL  SAFETY, 
COMFORT,  PRIDE  AND  OPPORTUNITY  (OBJECTIVE  4) 

Transportation  Element 

The  Transportation  Element  of  the  General  plan  recognizes  the  importance  to  the  City  of  the  pedestrian 
environment.  As  stated  in  the  Transportation  Element,  the  close-knit  urban  fabric  of  San  Francisco,  combined 
with  the  dramatic  hills  and  sweeping  vistas,  makes  walking  an  ideal  mode  for  exploring  and  moving  about  the 
city.  In  a  dense  city  such  as  San  Francisco,  the  sidewalk  is  a  vital  source  of  open  space,  a  refuge  for  sun  and  air. 
It  is  the  space  that  everyone  shares,  the  place  in  which  the  entire  spectrum  of  urban  life  is  encountered  and 
experienced,  for  better  or  for  worse.  Since  everyone  is  a  pedestrian  at  one  point  or  another,  the  sidewalk 
provides  a  strong  sense  of  the  overall  image  of  the  city. 
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Over  much  of  the  twentieth  century,  the  priority  given  to  traffic  concerns  has  contributed  to  the  significant 
degradation  of  the  pedestrian  environment.  Freeways  were  built,  streets  were  widened,  and  pedestrian  crossings 
were  eliminated.  Peak-hour  tow  away  traffic  lanes  were  established  on  busy  pedestrian  streets,  creating  a 
hazardous  situation  where  automobiles  speed  past  within  a  few  feet  of  overcrowded  sidewalks.  The  purpose  of 
this  section  [of  the  General  Plan]  is  to  address  pedestrian  issues  and  to  provide  direction  and  policy  that  ensures 
pedestrian  movement  in  the  city  is  safe,  convenient  and  pleasant,  in  recognition  that  pedestrian  travel  is  an 
important  component  of  the  transportation  system,  especially  in  this  transit-oriented  city. 

Relevant  Transportation  Element  Objectives  include  the  following.  Note  that  each  Objective  contains  policies 
which  may  not  be  reproduced  here  in  their  entirety. 

IMPROVE  THE  CITY'S  PEDESTRIAN  CIRCULATION  SYSTEM  TO  PROVIDE  FOR  EFFICIENT, 
PLEASANT,  AND  SAFE  MOVEMENT.(Objective  23) 

Provide  sufficient  pedestrian  movement  space  with  a  minimum  of  pedestrian  congestion  in  accordance  with  a 
pedestrian  street  classification  system.  (POLICY  23.1) 

Widen  sidewalks  where  intensive  commercial,  recreational,  or  institutional  activity  is  present,  sidewalks  are 
congested  and  where  residential  densities  are  high.  Wider  sidewalks  provide  more  pedestrian  space  and  also 
permit  more  pedestrian  amenities.  In  high-density  residential  and  recreational  areas,  sidewalks  are  often  utilized 
as  open  space,  and  should  be  designed  and  built  to  accommodate  such  a  use.  A  good  example  of  this  type  of 
sidewalk  construction  is  in  Duboce  Triangle.  (POLICY  23.2) 

Maintain  a  strong  presumption  against  reducing  sidewalk  widths,  eliminating  crosswalks  and  forcing  indirect 
crossings  to  accommodate  automobile  traffic.  (POLICY  23.3) 

Tow-away  lanes  should  not  be  approved,  and  removal  should  be  considered,  if  they  impair  existing  and 
potential  pedestrian  usage  and  level  of  service  on  abutting  sidewalks,  as  well  as  the  needs  of  transit  operation  on 
the  street.  (POLICY  23.4) 

Minimize  obstructions  to  through  pedestrian  movement  on  sidewalks  by  maintaining  an  unobstructed  width  that 
allows  for  passage  of  people,  strollers  and  wheelchairs.  (POLICY  23.5) 

Ensure  convenient  and  safe  pedestrian  crossings  by  minimizing  the  distance  pedestrians  must  walk  to  cross  a 
street.  Appropriate  treatments  may  include  widening  sidewalks  at  corners  to  provide  more  pedestrian  queuing 
space  and  shorter  crosswalk  distances,  especially  where  streets  are  wide.  Large  pedestrian  islands  should  be 
installed  to  provide  pedestrians  with  a  safe  waiting  area  while  crossing  where  traffic  volumes  are  high  and/or 
streets  are  unusually  wide.  Consideration  should  be  given  to  bicycle  movement  and  the  efficient  operation  of 
transit  service  in  sidewalk  widenings.  Corner  bulbs  reduce  the  crossing  distance  and  provide  more  corner 
queuing  space.  The  reduced  crossing  distance  makes  crossing  safer,  while  the  increased  queuing  area  reduces 
the  corner  overcrowding  that  often  spills  into  the  street.  Care  should  be  taken  not  to  constrain  the  movement  of 
bicycles  and  transit  vehicles  in  the  design  of  sidewalk  bulbs.  (POLICY  23.6) 

Ensure  safe  pedestrian  crossings  at  signaled  intersections  by  providing  sufficient  time  for  pedestrians  to  cross 
streets  at  a  moderate  pace.  The  timing  and  length  of  traffic  signals  should  be  set  to  provide  enough  "green"  time 
for  all  pedestrians  to  cross  streets  safely.  Timing  should  account  for  people  using  wheelchairs  and  carriages, 
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where  use  of  curb  cuts  is  necessary  for  access  to  the  crosswalk  from  the  sidewalk.  On  wide  streets,  pedestrian 
islands  should  be  established  as  necessary  to  provide  slower-moving  pedestrians  with  some  relief  and  a  waiting 
area.  U-turns  permitted  at  intersections  with  large  pedestrian  volumes  should  be  reconsidered  in  the  interest  of 
improving  pedestrian  safety.  (POLICY  23.7  ) 

Support  pedestrian  needs  by  incorporating  them  into  regular  short-range  and  long-range  planning  activities  for 
all  city  and  regional  agencies  and  include  pedestrian  facility  funding  in  all  appropriate  funding  requests. 
Pedestrian  issues  are  affected  by  decisions  in  a  variety  of  agencies  and  need  to  be  considered.  A  number  of  local 
and  regional  agencies  and  departments  plan  transportation  projects,  which  are  increasingly  developed  as  multi- 
modal projects,  could  incorporate  pedestrian  improvements.  In  particular,  local  and  regional  mass  transit 
projects  must  pay  particular  attention  to  pedestrian  needs,  especially  at  significant  transfer  points.  For  many 
transportation  projects,  pedestrian  improvements  could  be  included  with  the  project  for  far  less  than  if  the 
pedestrian  project  was  a  stand  alone  project.  In  general,  the  larger  the  project,  the  more  potential  to  address 
pedestrian  needs.  (POLICY  23.8) 


\    TRANSPORT  ATION.PEDESTRIAN.24. 

IMPROVE  THE  AMBIENCE  OF  THE  PEDESTRIAN  ENVIRONMENT.  OBJECTIVE  24 

Maintain  and  expand  the  planting  of  street  trees  and  the  infrastructure  to  support  them. 

Street  trees  are  one  of  the  most  important  elements  in  creating  a  livable  streetscape.  They  provide  shade,  create  a 
human  scale  on  the  street,  soften  the  edge  between  the  building  and  the  street,  and  serve  as  a  buffer  between 
pedestrian  space  and  the  street.  Moreover,  street  trees  are  an  important  environmental  consideration  as  they 
contribute  to  cleaner  air.  An  appropriate  program  of  irrigation  and  maintenance  should  be  implemented  with 
street  tree  planting.  POLICY  24.2 

Install  pedestrian-serving  street  furniture  where  appropriate.  POLICY  24.3 

Preserve  pedestrian-oriented  building  frontages.  Building  frontages  that  invite  people  to  enter,  that  provide 
architectural  interest  and  a  sense  of  scale,  and  that  are  transparent  enough  to  provide  visual  connections  to  and 
from  the  sidewalk  help  make  the  pedestrian  environment  more  agreeable  and  safe.  POLICY  24.4 

i    TRANSPORT ATION.PEDESTRIAN.25.  DEVELOP  A  CITYWIDE  PEDESTRIAN  NETWORK. 
I  OBJECTIVE  25 

Create  a  citywide  pedestrian  street  classification  system.  Similar  in  scope  to  the  classification  systems 
developed  for  pedestrians  downtown  and  for  automobiles  citywide,  the  system  permits  directed  planning  for 
pedestrian  improvements  and  the  designation  of  pedestrian  routes  between  significant  destinations.  Also  similar 
to  the  other  systems  is  the  need  to  balance  treatments  and  priority  functions  on  streets  that  have  an  important 
function  as  defined  by  one  or  more  street  classification  system,  such  as  Van  Ness  Avenue,  Geary  Boulevard  and 
The  Embarcadero.  The  classification  system  also  addresses  auto-oriented  conditions  that  conflict  with 
pedestrian  travel  on  pedestrian-priority  streets.  (POLICY  25.1) 

Utilizing  the  pedestrian  street  classification  system,  develop  a  citywide  pedestrian  network  that  includes  streets 
devoted  to  or  primarily  oriented  to  pedestrian  use.  This  network  is  composed  of  existing  routes  such  as  the  Bay 
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and  Ridge  trails,  stairways,  exclusive  pedestrian  streets,  and  pedestrian-oriented  vehicular  streets.  The  network 
links  important  destinations,  neighborhood  commercial  districts,  and  open  spaces.  (POLICY  25.2  ) 

Develop  design  guidelines  for  pedestrian  improvements  in  Neighborhood  Commercial  Districts,  Residential 
Districts,  and  other  pedestrian-oriented  areas  as  indicated  by  the  pedestrian  street  classification  plan. 
The  design  guidelines  ensure  identifiable,  pedestrian-oriented  treatments  for  important  pedestrian  streets  and  set 
minimum  standards  for  the  placement  of  pedestrian  streetscape  elements.  (POLICY  25.3  ) 

Where  intersections  are  controlled  with  a  left-turn  only  traffic  signal  phase  for  automobile  traffic,  encourage 
more  efficient  use  of  the  phase  for  pedestrians  where  safety  permits.  Left-turn  only  phases  often  occur  where 
the  streets  from  which  the  turn  is  made  are  wide  and  heavily-trafficked,  and  are  usually  followed  by  a  red  light 
that  activates  cross  traffic.  To  help  overcome  the  pedestrian  challenges  of  street  width  and  traffic  volume,  the 
left-turn  phase  time  may  enable  pedestrians  to  begin  their  crossing  earlier  when  safety  allows.  If  the  left  turn  is 
made  onto  a  one-way  street,  the  pedestrian  traffic  crossing  against  the  one-way  direction  would  have  a  relatively 
conflict-free  opportunity  to  begin  crossing  early.  POLICY  25.5 

Provide  enforcement  of  traffic  and  parking  regulations  to  ensure  pedestrian  safety,  particularly  on  streets  within 
the  Citywide  Pedestrian  and  Neighborhood  Networks.  Cars  that  fail  to  stop  at  signs  and  lights,  park  across 
sidewalks  and  travel  at  excessive  speeds  pose  serious  threats  to  pedestrian  safety.  (POLICY  25.6) 

TRANSPORT ATION.PEDESTRIAN. 26.  OBJECTIVE  26.  CONSIDER  THE  SIDEWALK  AREA  AS  AN 
IMPORTANT  ELEMENT  IN  THE  CITYWIDE  OPEN  SPACE  SYSTEM. 

In  addition  to  these  General  Plan  Objectives  and  Policies,  Destination  Downtown,  Streetscape  Investments  for  a 
Walkable  City,  the  Downtown  Streetscape  Plan,  and  The  Downtown  Streetscape  Plan:  Design  Guidelines,  were 
adopted  July 13,  1995. 

ISSUES/ANALYSIS 

San  Francisco  has  had  a  high  number  of  pedestrian  fatalities,  30  in  the  year  2000,  and  this  would  seem  to  put  the 
City  high  on  a  list  of  dangerous  places  for  pedestrians.  It  is  important  to  note,  however,  that  San  Francisco  has 
large  numbers  of  pedestrians  compared  to  other  cities.  An  important  measure  of  pedestrian  fatalities  beside  the 
number  alone  is  the  number  of  fatalities  in  relation  to  the  number  of  pedestrians.  According  to  nationwide  study 
of  pedestrian  fatalities  that  considered  at  the  actual  number  of  people  who  walk,  San  Francisco  did  relatively 
well  compared,  for  example,  to  cities  in  the  southeast.3 

Similarly,  the  report  entitled,  Caught  in  the  Crosswalk:  Pedestrian  Safety  in  California  provides  a  table 
including  the  most  dangerous  California  counties  for  pedestrians  in  1998. 4  San  Francisco  ranked  15  out  of  35 
counties.  The  report  notes  that  the  best  estimates  for  the  relative  danger  of  pedestrian  environments  are  those 
that  take  into  account  total  pedestrian  fatalities  and  injuries,  population,  and  the  best  data  for  overall  exposure, 
or  the  amount  walked.  Assessments  of  relative  dangers  for  pedestrians  should  include  some  measure  of  the 
level  of  pedestrian  activity  in  an  area.  If,  for  example,  in  a  given  year  a  county  only  recorded  two  pedestrian 

3  Surface  Transportation  Policy  Project  (non-profit  transportation  organization),  Mean  Streets  2000. 

4  Surface  Tranportation  Policy  Project,  Caught  in  the  Crosswalk:  Pedestrian  Safety  in  California;  September  1999. 
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fatalities  at  a  specific  intersection,  it  would  make  a  great  deal  of  difference  whether  ten  people,  or  ten  thousand 
people,  had  crossed.  The  report  states  that  one  disadvantage  with  calculating  pedestrian  fatality  and  injury  rates 
by  population  alone  —  is  the  failure  to  take  into  account  relative  risks  and  overall  exposure.  San  Francisco 
County  ~  one  of  the  densest  counties  in  California  with  the  highest  level  of  pedestrian  activity  --  has  one  of  the 
highest  pedestrian  injury  rates  based  on  population  alone.  Yet,  when  adjusted  for  the  amount  of  walking  and  the 
rough  number  of  pedestrians,  that  is,  exposure,  San  Francisco  drops  in  its  relative  ranking  for  overall  danger  for 
pedestrians  while  more  suburban  counties  like  Orange,  Santa  Clara  and  Sacramento  will  appear  higher  than  if 
ranked  based  solely  on  population.5 

As  noted,  the  California  Highway  Patrol  reports  that  there  were  30  pedestrian  fatalities  in  the  City  in  2000.  This 
year  the  situation  has  improved  substantially,  with  7  pedestrian  fatalities  for  the  first  six  months  of  2001 .  These 
numbers  measure  fatalities;  injuries  are  harder  to  track,  because  not  all  injuries  are  reported.  However,  in  1995 
there  were  1092  reported  pedestrian  injury  collisions;  for  1996  through  2000  the  number  of  injuries  was:  1 996  - 
1018;  1997  -  898;  1998  -  884;  1999  -  834;  and  for  2000  -  864,  a  generally  downward  trend.6  DPT  analyzed  the 
circumstances  of  each  pedestrian  fatality  that  occurred  in  the  City  in  1997-98. 7  The  report  found  that  of  the  37 
fatalities  that  were  traffic-related,  vehicle  operators  were  reported  at  fault  in  21  cases,  pedestrians  in  15  cases, 
and  one  case  was  not  known.  The  largest  single  factor  in  pedestrian  fatality  was  vehicle  operator  failure  to  yield 
right  of  way  to  the  pedestrian,  which  occurred  in  one-third  of  the  collisions.  Seniors  were  the  largest  group  of 
pedestrian  victims,  comprising  40  percent  of  fatalities.  Two-thirds  of  involved  drivers  were  San  Francisco 
residents,  and  more  than  one-half  were  between  the  ages  of  40  and  64.  Two-thirds  of  fatal  collisions  happened 
on  Tuesday,  Wednesday,  or  Thursday.  Although  there  is  less  traffic  at  night,  almost  half  of  the  fatalities 
occurred  during  darkness.  Fatal  collisions  during  rainy  weather  made  up  28  percent  of  the  total,  and  22  percent 
occurred  when  it  was  both  dark  and  rainy.    (As  noted  in  the  Summary,  in  the  nine  and  one-half  year  period, 
1990-mid  1999,  307  pedestrians  were  killed  on  San  Francisco  streets,  an  average  of  32.3  fatalities  per  year.)8 

Transportation  systems  are  by  their  nature  multi-modal  (that  is,  they  include  a  number  of  modes  of  travel: 
vehicle,  transit,  bicycle,  walk).  A  system  which  serves  any  one  mode  exclusively,  will  not  work  because  it  will 
not  consider  the  other  parts  of  the  system,  which  are  closely  interrelated  and  interdependent.9  A  balanced 
system  that  incorporates  safety  and  ease  of  travel,  including  walk  travel  works  best,  in  the  view  of  those 
surveyed  for  this  report.  Just  as  traditional  traffic  engineering  standards  have  put  vehicle  movements,  speeds, 
and  ease  of  travel  first,  it  would  not  be  workable  to  use  a  system  which  focuses  on  pedestrians,  to  the  exclusion 
of  other  modes. 

There  was  general  agreement  among  those  contacted  for  the  report,  that  pedestrian-vehicle  conflicts  and 
accidents  increase  with  travel  speeds.  The  state  regulates  speed  limits.  State  law  prohibits  speed  limits  below 
25  mph,  except  for  certain  circumstances,  for  example,  alleyways  may  be  15  mph.  The  Board  of  Supervisors 
could  change  speed  limits,  to  25  mph,  for  example.  The  Police  Department,  however,  would  not  be  able  to  use 
radar  on  those  streets  where  speed  limits  are  not  set  by  an  engineering  survey  as  defined  in  the  California 
Vehicle  Code.  The  engineering  survey  is  based  on  the  speeds  of  vehicles  using  the  street;  therefore,  drivers,  in 


5  Ibid,  pp.8-9 

6  Bridget  Smith,  Director,  Livable  Streets,  Department  of  Parking  and  Traffic,  Traffic  Engineering  Division;  August  16,  2001. 

7  Nick  Carr,  San  Francisco  Department  of  Parking  and  Traffic,  Pedestrian  Fatality  Report  for  1997-98. 

8  California  Highway  Patrol,  State-wide  Integrated  Traffic  Records  System  (SWITRS),  as  reported  in  the  report  by  Nick  Carr  cited 
elsewhere  herein. 

9  Jeffrey  Tumlin,  Nelson/Nygaard,  transportation  consultants  to  the  San  Francisco  Better  Neighborhoods  2002  program,  telephone 
conversation;  August  13,  2001. 
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effect  set  the  speed  limit,  by  their  prevailing  speed.  This  reflects  what  studies  have  shown,  that  just  changing 
thee  speed  limit  does  not  necessarily  alter  driver  behavior.  Traffic  calming  then,  becomes  important  in 
redesigning  streets  to  slow  traffic.  Currently,  most  speed  limits  are  25-35  mph  throughout  the  City. 

According  to  DPT,  safety  in  general  is  the  highest  priority  in  the  City,  balanced  against  the  needs  of  other 
modes.10  A  more  pedestrian  first  approach,  would  be  expected  to  slow  vehicle  traffic  including  transit,  and 
could  backfire,  causing  driver  frustration;  increased  road  rage;  and  increased  disobedience  of  traffic  laws,  signs, 
and  signals.  Reducing  speed  limits  citywide  could  affect  the  rest  of  the  City  circulation  system,  slowing  traffic 
including  transit,  increasing  traffic  congestion.  For  DPT,  traffic  calming  measures  are  preferable  to  just 
changing  the  speed  limit  or  installing  new  stop  signs;  for  example,  calming  measures  include  traffic  circles, 
street  narrowing,  speed  humps  (lower  and  longer  than  speed  bumps),  and  raised  pedestrian  crossings. 

DPT  directs  the  Livable  Streets  program,  for  the  City.  Program  funding  for  this  approximately  one  and  one- 
half-year-old  program  is  $2.4  m,  provided  from  fines  collected  for  red  light  running.  The  program  includes  four 
safety-related  components:  pedestrian  safety,  school  safety,  traffic  calming,  and  red  light  photo  enforcement. 
Program  funding,  from  local  funds  as  noted,  is  small  when  compared  to  large  Muni  or  roadway  projects, 
budgets  for  which  are  tens  of  millions  of  dollars,  funded  mostly  from  federal  or  state  moneys.  Were  pedestrian 
projects  allotted  even  a  small  share  of  the  larger  projects  or  funding  from  other  sources,  they  could  be  more 
effective. 

DPT,  jointly  with  the  Department  of  Public  Works  (DPW)  has  been  involved  in  implementing  pedestrian 
improvements  to  Van  Ness  Avenue,  a  project  planned  five  years  ago.  Grant  funded,  with  a  local  15-20  percent 
match,  DPT  is  hoping  to  replicate  it  elsewhere  in  the  City.  According  to  DPT,  the  project  is  an  example  of  the 
types  of  projects  it  hopes  to  implement  as  part  of  the  Livable  Streets  Corridor  Projects.  The  department  has 
established  a  list  of  31  streets  which  are  candidates  for  this  new  effort.  The  streets  will  be  ranked  in  priority, 
following  the  process  outlined  in  the  Traffic  Calming  Guidelines  adopted  in  2000,  by  the  Transportation 
Authority  Board,  and  the  Parking  and  Traffic  Commission.1 1 

Components  of  the  pedestrian  improvement  programs  like  that  for  Van  Ness  Avenue,  include  bulb  outs 
(expanded  curbs)  at  intersection  comers.  The  resulting  shorter  pedestrian  crossing  distance  reduces  crossing 
time  and  makes  pedestrians  more  visible  to  drivers,  before  they  cross  the  street.  Improved/enlarged  median 
islands,  also  called  pedestrian  refuges  or  median  refuges,  make  pedestrians  feel  more  safe  and  likely  to  stop  in 
the  median  instead  of  dashing  across  the  street.  DPT  is  also  trying  to  increase  pedestrian  crossing  time  at  a 
number  of  streets,  even  at  the  expense  of  vehicle  "green  time"  (green  light).  For  example  crossing  time  is  being 
increased  on  Geary  Boulevard  from  Laguna  Street  to  west  of  Park  Presidio  Boulevard,  planned  to  be 
implemented  within  six  to  12  months.  DPT,  jointly  with  the  state  CalTrans  agency  will  be  implementing  signal 
upgrades  on  Van  Ness.  This  may  include  mast  arms,  signals  that  extend  over  the  roadway,  and  are  more  visible 
for  motorists.  Mast  arms  have  been  used  South  of  Market,  and  according  to  DPT,  tend  to  reduce  overall  traffic 
collisions. 


10  Frank  Markowitz,  Pedestrian  Program  Manager,  San  Francisco  Department  of  Parking  and  Traffic,  telephone  conversation, 
August  8,  2001. 

11  Bridget  Smith,  August  16,  2001. 
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In  June  2001,  DPT  launched  a  citywide  Traffic  Calming  Program.  The  Van  Ness  Avenue  project  is  an  example 
of  calming  an  arterial,  and  the  Bemal  Heights  project  described  below,  is  an  example  of  calming  smaller  streets 
in  the  neighborhoods. 

DPT  is  implementing  the  Bemal  Heights  traffic  calming  project,  for  the  North  and  South  slopes  of  Bemal  Hill, 
in  coordination  with  Muni,  and  a  transportation  consultant.12  The  focus  is  traffic  calming,  allowing  for 
emergency  vehicle  access.  Most  streets  in  the  area  are  narrow  with  relatively  slow  traffic;  however,  there  are 
some  wide  streets.  Currently,  cut  through  traffic  (drivers  seeking  short  cuts  around  congested  main  streets)  is 
creating  a  problem,  including  high  volumes  and  speeds  through  narrow  alleyways.  The  consultant  is  working 
with  neighbors  to  redesign  some  streets  and  intersections.  Under  consideration  are  elements  such  as  those  used 
in  successfully  calmed  areas  such  as  Duboce  triangle.  At  the  Duboce  triangle,  improvements  included  changing 
parallel  parking  to  perpendicular  parking;  widening  sidewalks  to  35  feet  at  intersections/comers  (the  1 5-ft.-wide 
sidewalks  themselves  remained);  and  planting  street  trees.  Initially,  there  was  some  opposition  over  the  slowing 
of  traffic.  However,  the  triangle  is  now  very  popular  and  people  cite  its  enhancement  of  quality  of  life,  as  well 
as  enhanced  property  values  for  the  area.  It  is  used  as  an  example  of  a  successful  pedestrian  environment  in  the 
General  Plan. 

Even  with  City  goals  to  implement  a  multi  modal  approach  including  improving  pedestrian  safety,  there  is 
basically  still  one  traffic  engineering  performance  standard,  and  it  concerns  how  seconds  of  delay  are  handled  at 
various  intersections,  that  is,  how  many  seconds  of  delay  a  vehicle  experiences  at  an  intersection.  Similarly, 
transportation  analyses  for  development  projects  or  street  improvements  use  level  of  service  measurements, 
another  vehicle-oriented  standard,  and  count  all  vehicles  the  same;  that  is,  a  Mum  bus  would  be  counted  the 
same  as  a  single  occupant  vehicle. 

While,  according  to  DPT  staff,  Muni  may  oppose  certain  proposals,  on  a  case-by-case  basis,  for  stop  signs  or 
other  improvements  if,  in  Muni's  view,  they  would  slow  transit  service.  Muni  staff  notes  that  Muni  generally 
does  not  oppose  stop  signs,  signals  or  other  pedestrian  safety  improvements,  when  DPT  staff  provide  statistics 
that  show  an  intersection  or  part  of  a  street  to  be  dangerous  otherwise.  Muni  staff  states  that  Muni  has  a  strong 
commitment  to  pedestrian  safety  and  can  play  a  role  in  improving  the  safety  of  City  streets.  According  to  Muni 
staff,  although  answers  to  increasing  safety,  such  as  increasing  the  number  of  stop  signs  and  signals  and 
lengthening  traffic  signals  slow  down  public  transit,  thus  potentially  making  it  a  less  valuable  option  for  City 
residents,  signals  and  stop  signs  are  needed  for  dangerous  intersections.  In  addition  to  stop  signs  and  signals, 
though,  other  solutions  can  make  the  streets  safer  for  pedestrians.  Muni  is  cooperating  with  DPT,  in  the 
following  areas:  Exclusive  transit  guideways  within  the  street  right  of  way  for  Muni  Metro,  streetcar  and 
cable  car  operation;Transit  Priority  Lanes;  Bus  Stop  Improvements;  Transit  Centers  -  establish  as  nodes 
where  two  or  more  Transit  Preferential  Streets  intersect; 

Count-down  crosswalk  signals;  Bright  yellow  ladder-painted  crosswalks  Lighted  crosswalks;  and 
Outreach  campaigns  to  educate  operators  and  riders.  DPT  has  provided  funding  to  the  City  Department  of 
Public  Health  for  outreach  programs. 

The  Transportation  Authority  has  developed  and  maintains  a  travel  demand  forecast  model,  that  according  to 
Authority  staff  is  one  of  the  most  sophisticated  in  the  country;  prior  to  development  San  Francisco  did  not 


12  Jeffrey  Tumlin,  Principal,  Nelson/Nygaard,  Transportation  Planners,  telephone  conversation,  August  13,  2001. 
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conduct  such  modeling.  The  associated  maps  use  Geographic  Information  System  (GIS)  software,  and  contains 
layers  of  information.  The  travel  demand  forecast  model  is  a  tool  to  enable  decision  makers  to  see  how  changes 
in  land  use  could  affect  the  City's  transportation  systems.  For  example,  the  model  has  been  used  to  analyze 
effects  of  the  Third  Street  Light  rail  project.  The  model  predicts  travel  behavior  of  San  Francisco  residents  and 
integrates  that  information  with  predictions  of  travel  behavior  produced  by  the  Metropolitan  Transportation 
Association  (MTC)  using  ABAG  employment  projections.  The  Pedestrian  Environment  Factors13  (discussed 
below)  map  series  includes  transportation  analysis  zones  (TAZ)  into  which  the  City  is  divided,  street  grids, 
topography,  street  grades,  land  use,  and  signal  locations. 

The  Transportation  Authority  maintains  a  "crash  map",  showing  pedestrian  accident  locations  1993-1997.  The 
map  shows  location  coded  to  the  nearest  intersection,  of  all  accidents  involving  pedestrians  as  one  party,  for 
which  a  police  report  was  filed.  The  data  source  is  the  California  Highway  Patrol  based  on  SFPD  reporting. 
Dots  on  the  maps,  from  small  to  large,  correspond  to  number  of  accidents. 

According  to  the  prime  transportation  consultant  for  Better  Neighborhood  2002,  the  map  shows  strong  patterns. 
Accidents  often  occur  at  the  first  traffic  light  after  a  freeway  off  ramp,  such  as  at  Harrison  Street,  or  Doyle 
Drive;  that  is  ,  where  freeways  lead  into  the  City,  and  drivers  must  shift  from  freeway  to  surface  street  driving. 
Accidents  occur  where  there  are  large  numbers  of  pedestrians  along  Market  Street,  and  in  the  Tenderloin.  The 
Tenderloin  is  one  of  the  City's  densest  neighborhoods,  with  numbers  of  children  and  new  immigrants.  At  the 
same  time,  most  streets  in  the  neighborhood  eventually  lead  to  freeway  access  ramps  and  carry  high  volumes  at 
high  speeds.  The  area  lacks  open  spaces,  and  therefore  residents  make  use  of  streets  and  sidewalks  as  open 
space.  There  is  a  high  accident  rate  in  the  area,  as  shown  on  the  Transportation  Authority's  crash  map. 

At  the  same  time,  in  some  places  high  pedestrian  volumes  reduce  traffic  accidents,  particularly  where  pedestrian 
environments  have  been  designed.  For  example,  in  the  downtown  core,  there  are  accidents  involving 
pedestrians  but  the  rate  may  be  considered  lower  in  relation  to  the  number  of  pedestrians.  That  is,  the  map 
includes  a  dot  for  every  accident  involving  a  pedestrian  whether  there  is  a  lone  pedestrian  or  crowds  of 
pedestrians,  rather  than  reporting  number  of  accidents  per  1,000  pedestrians  for  example.  In  any  case,  accident 
rates  here  with  higher  pedestrian  volumes  are  lower  than  at  parts  of  Cesar  Chavez  such  as  its  intersection  with 
Alabama,  for  example,  where  there  are  fewer  pedestrians.  Accidents  are  heavily  influenced  by  travel  speed 
(according  to  the  standard  formula  1/2  mass  X  velocity  =  force  of  impact),  and  at  20-25  mph,  fatalities  are  not 
likely,  compared  to  speeds  of  35-45  mph,  or  higher. 

Historically,  since  the  1950's  most  models  have  been  oriented  to  highway  volumes,  and  many  transportation 
models  in  the  US  ignore  pedestrian  factors,  continuing  this  tradition  of  highway  based  modeling/forecasting.  In 
cities  like  San  Francisco,  however,  the  walk  mode  is  a  viable  option  and  the  City  has  a  ten  percent  pedestrian 
mode  share,  one  of  the  highest  in  the  country. 

The  Transportation  Authority  convened  the  Pedestrian  Safety  Task  Force,  which  meets  monthly,  and  conducted 
a  traffic  calming  study  mapping  key  factors  for  improving  pedestrian  safety.  Acknowledging  the  importance  of 
pedestrians  in  the  City,  the  Authority  implemented  this  effort,  called  the  Pedestrian  Environment  Factor  study. 
The  study  divided  the  City  into  200  zones.  Eight  participants  were  asked  to  assess  these  200  zones  on  a  1-  3 
scale  using  high,  medium  and  low  ratings.  Participants  included  representatives  of  the  Sierra  Club,  Senior 


2  San  Francisco  County  Transportation  Authority,  Pedestrian  Environment  Factors,  Maps;  June  22,  1999. 
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Action  Network,  DPT,  Muni,  the  Bicycle  Coalition,  Transportation  Authority  staff,  and  a  member  of  the 
consultant  team.  The  zones  were  rated  according  to  five  pedestrian  factors: 

1 )  Integrity  of  sidewalk  network 

2)  Ease  of  street  crossing.  For  example,  in  Hayes  Valley  on  the  Franklin  and  Gough  couplet  with  its  timed 
signals  that  facilitate  vehicle  travel,  some  legs  of  an  intersection  lack  crosswalks,  causing  pedestrians  to  "zig 
zag"  to  get  to  where  they  want  to  go 

3)  Urban  vitality,  including  such  components  as  a  park,  view  or  stores 

4)  Perception  of  personal  security,  based  on  components  like  shelters  and  lighting 

5)  Topography,  including  components  such  as  steepness  of  grade,  freeway  dividers,  all  of  which  may  impede 
pedestrian  progress,  especially  for  elderly,  young  or  disabled  pedestrians. 

Accessibility 

The  Transportation  Element  of  the  General  Plan  includes  the  following  policy. 

Implement  the  provisions  of  the  Americans  with  Disabilities  Act  and  the  city's  curb  ramp  program  to  improve 
pedestrian  access  for  all  people.  Consideration  of  special  pedestrian  and  wheelchair  access  should  be  given  to 
areas  and  crosswalks  where  there  is  a  large  concentration  of  elderly  and  disabled  persons.  POLICY  23.9 

Accessibility  of  intersections  to  everyone  also  involves  a  number  of  factors,  and  trade  offs  among  modes.  For 
example,  Van  Ness  Avenue,  as  State  Highway  101  carries  high  vehicle  volumes.  It  also  includes  many 
residential  units  and  a  relatively  large  number  of  elderly  persons.  As  with  other  traffic  solutions  discussed  in 
this  report,  the  solution  to  accessibility  questions  may  not  be  the  most  obvious.  That  is,  if  the  signal  timing  is 
adjusted  to  allow  enough  time  for  elderly  or  disabled  pedestrians  to  cross  this  wide  street  on  one  light,  the  effect 
would  be  to  create  delays  for  all  other  modes  and  for  faster  pedestrians  as  well.  A  better  solution  might  be  the 
use  of  pedestrian  refuges  as  implemented  along  Van  Ness,  possibly  in  conjunction  with  count  down  signals  as 
well. 

OTHER  JURISDICTIONS 

West  Palm  Beach 

The  City  of  West  Palm  Beach,  Florida  has  adopted  a  Transportation  Element  of  its 

Comprehensive  Plan  that  includes  a  hierarchy  of  travel  modes  that  puts  pedestrians  first,  then  bicycles,  mass 
transit,  and  finally  automobiles,  as  well  as  attempting  to  remove  language  that  retains  the  traditional  bias  toward 
the  automobile. 

Portland 

The  Portland  City  Council,  in  1998,  adopted  by  resolution  a  Pedestrian  Plan  and  Pedestrian  Guidelines.  They 
are  used  by  the  City  in  its  public  projects  and  in  reviewing  major  development  proposals.14  Oregon  has  a  state 
transportation  policy,  which  created  a  system  that  set  a  series  of  guidelines  and  criteria,  including  1)  that 


14  The  information  in  this  section  is  from  Bill  Hoffman,  Project  Manager,  Portland  Office  of  Transportation.  Mr.  Hoffman  was 
manager  of  the  Portland  Transportation  Program. 
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Portland  reduce  reliance  on  the  single  occupant  vehicle  (SOV);  2)  that  Portland  reduce  vehicle  miles  traveled 
(VMT).  The  state  mandated  that  municipalities  and  regional  governments  produce  transportation  system  plans, 
that  these  be  coordinated,  and  that  they  be  multi  modal.  This  provided  the  impetus  for  Portland's  pedestrian 
planning.  The  pedestrian  program  has  been  dissolved;  there  remains  a  pedestrian  coordinator  in  the  Office  of 
Transportation.  Portland  staff  advise  that  making  pedestrians  first  and  organizing  the  transportation  system  to 
meet  the  needs  of  all  users  including  the  elderly  and  disabled  will  impact  traffic  movement  in  the  city,  and  to  be 
successful,  there  must  be  "buy  in"  from  the  top.  That  is  to  implement  such  a  coordinated  policy  requires  the 
support  of  the  Mayor,  elected  officials  and  administrators.  According  to  Portland  staff,  the  shift  in  policy  must 
be  institutionalized  into  the  culture,  or  old  habits  will  be  hard  to  break. 

Portland  staff  also  emphasized  the  importance  of  subtle,  nuts  and  bolts  changes,  for  example,  the  workers  on  the 
spot  adjusting  signals  to  add  seconds  to  pedestrian  crossing  time;  how  bulb  outs  are  designed  and  constructed  in 
situ;  otherwise,  changes  may  not  result  in  an  integrated  solution. 

New  York  City  (NYC) 

New  York  recently  appointed  a  pedestrian  commissioner  in  its  Department  of  Transportation  (DOT).  15  With  the 
pedestrian  commissioner,  a  number  of  pedestrian  improvements  have  been  implemented.  This  has  been  done 
under  the  aegis  of  ISTEA  and  TEA  21  (the  federal  Intermodal  Surface  Transportation  Efficiency  Act  of  1991, 
and  Transportation  Equity  Act  of  the  21st  Century,  respectively). 

New  York  transportation  staff,  cite  turning  movements  and  vehicle  speeds  as  primary  determinants  of  accidents, 
and  the  city's  efforts  to  improve  pedestrian  safety  focus  in  large  measure  on  these  factors.  Efforts  include 
identifying  places  that  have  a  pedestrian  orientation  as  part  of  their  character.  For  example  in  lower  Manhattan 
and  Wall  Street,  300,000-400,000  workers  stream  out  of  the  subway;  consequently,  vehicles  slow  down  and 
speeds  in  the  area  are  4-5  mph.  Chamber  Street,  the  highest  accident  area  in  this  part  of  Manhattan  has  only 
about  four  pedestrian  accidents  a  year  at  problem  intersections,  due  to  the  dominance  of  pedestrians  and  low 
travel  speeds  for  vehicles.  In  comparison,  at  the  intersection  of  8th  Avenue  and  42nd  Street  at  the  Port  Authority 
Bus  Terminal,  there  are  about  70  pedestrian  accidents  per  year.  Vehicle  speeds  in  the  area  are  30  mph. 

New  York  is  moving  toward  pedestrian  first  policies,  for  example,  in  changes  to  its  environmental  review 
manual.  Previously,  analysis  of  pedestrian  safety  was  vaguer.  Now,  analyses  cite  new  standards  as  to  what 
constitutes  an  impact.  That  is,  pedestrian  safety  is  considered  in  the  analysis,  along  with  traffic  generation, 
based  on  established  criteria.  The  orientation  of  the  transportation  department  has  also  shifted  toward  shifting 
the  typical  balance  of  modes,  in  areas  where  pedestrians  are  dominant  or  special  pedestrian  needs  require  it. 
The  city  has  also  stepped  up  enforcement  of  traffic  laws,  and  recently  prohibited  the  honking  of  horns,  except 
when  necessary. 

Regarding  accessibility,  city  staff  describe  the  subway-sidewalk  interface  as  important.  The  city  is  in  the 
process  of  selecting  40  stations  (within  the  approximately  464-station  system),  ten  per  borough  excepting  Staten 
Island.  For  the  selected  stations  elevated  inter-modal  pedestrian  improvements  are  planned  to  improve  the 
pedestrian-transit  connection.  For  each  station,  the  city  is  identifying  —  within  a  1/4-mile  radius  —  demographic 
information,  such  as  proportion  of  elderly  or  youth  in  the  population,  or  facilities  serving  the  young,  elderly  or 


15  Information  in  this  section  is  from  Scott  Wise,  New  York  Department  of  City  Planning,  Transportation  Division,  telephone 
conversation,  August  13,  2001. 
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disabled.  The  information  will  be  used  in  developing  crossing  times,  and  signalization/special  signals,  or 
pedestrian  refuges. 

Staff  noted  that  where  pedestrians  feel  "squeezed"  they  will  improve  their  level  of  service  (LOS),  or  crossing 
time,  where  and  when  they  can  by  taking  space  and  time  from  vehicles,  including  standing  in  the  roadway, 
crossing  in  gaps  in  traffic,  all  of  which  lead  to  more  accidents. 

New  York  has  high  pedestrian  accident  rates  on  major  arterials,  particularly  where  major  streets  intersect  major 
avenues.  The  city  is  trying  out  a  number  of  solutions  including  eliminating  a  crosswalk  where  there  is  conflict 
with  a  right  turn  movement,  and  relocating  it  60  feet  from  the  intersection.  This  allows  vehicles  to  turn  into  all 
lanes  and  pool  up  to  the  relocated  crosswalk,  where  pedestrians  have  their  own  signal  phase. 

New  York  also  has  a  school  safety  program,  with  transportation  department  moneys 
Dedicated  to  development  of  special  crosswalks  and  development  of  school  safety  zones  with  special  street 
markings  and  some  crossing  guards).  Greater  attention  is  given  in  areas  near  schools  to  warrant  analyses  which 
quantitatively  establish  need  for  a  stop  sign  or  signal.  The  Department  of  Transportation  and  the  Department  of 
Health  sponsor  the  Our  Schools,  Safer  City  program.  The  program  uses  part  of  school  curriculum  and  space. 
Part  of  the  impetus  for  the  program  stemmed  from  a  study  in  which  Harlem  Hospital  identified  pediatric 
crossing  injuries  as  constituting  a  health  crisis  in  certain  parts  of  the  city. 

Finally,  the  Governor's  Traffic  Safety  Committee,  a  standing  body  has  instituted  a  pedestrian  safety  forum  to  try 
to  reduce  pedestrian  accidents  in  the  city  by  10  percent  over  20  years. 

International  Programs 

A  number  of  countries  have  created  ongoing  and  innovative  programs  to  improve  pedestrian  environments  and 
safety.  The  San  Francisco  Better  Neighborhoods  2002  program  is  gathering  and  using  information  on  these 
programs  for  use  in  the  City. 

CONCLUSION 

While  San  Francisco  has  been  plagued  with  a  high  rate  of  pedestrian  fatalities  in  recent  years,  it  also  boasts  a 
great  number  of  walkers.  Pedestrian  accident  rates  are  not  the  highest,  in  relation  to  the  number  of  people 
actually  walking,  when  compared  to  rates  of  vehicle-oriented  cities  with  dramatically  fewer  pedestrians.  The 
City  includes  mandates,  objectives  and  policies  directed  to  improve  pedestrian  environments  and  safety,  in  the 
City  Charter  and  General  Plan.  Education  efforts  and  current  planning  seem  to  be  having  an  effect.  The  rate  of 
pedestrian  fatalities,  for  example,  for  the  first  six  months  of  2001  is  substantially  less  than  for  2000.  In  order  for 
successful  pedestrian  plarining  to  go  forward,  an  integrated  decision  making  process  would  be  instrumental  in 
coordinating  the  various  plans,  and  departments  charged  with  pedestrian  safety. 

A  coordinated  transportation  plan  could  provide  a  framework  for  different  departments  which  have  jurisdiction 
over  parts  of  the  transportation  system,  as  well  as  different  and  sometimes  conflicting  ends,  to  coordinate  more 
smoothly.  A  useful  plan  would  include  a  process  for  making  decisions,  such  as  allocating  rights  of  way  or 
crossing  times  where  different  departments  might  be  charged  with  different  goals.  A  plan  would  need  to 
incorporate  a  multi-modal  perspective.  Rather  than  another  stand  alone  plan,  a  plan  that  includes  a  decision- 
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making  matrix,  and  sets  priorities  for  the  overall  transportation  system  would  be  of  use  as  the  City  implements 
the  national  shift  from  vehicle-based  transportation  planning  to  a  true  multi  modal  approach. 
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SUMMARY  OF  REQUESTED  ACTION 


A  motion  (introduced  by  Supervisor  Maxwell)  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to 
provide  research  on  ways  in  which  the  City  and  County  of  San  Francisco  may  increase  its  number  of  bilingual 
police  officers  and  support  staff.  Specifically,  the  motion  requested  information  on  how  other  cities  and 
counties  have  sought  to  address  this  issue,  such  as  through  salary  bonuses  and  other  incentives,  targeted 
recruitment  programs,  or  other  policies  and  programs. 


EXECUTIVE  SUMMARY 


Our  office  chose  to  survey  the  five  (5)  U.S.  cities  with  the  largest  percentages  of  persons  who  speak  a  language 
other  than  English  at  home,  according  to  1990  U.S.  Census  data.  In  addition,  we  reviewed  the  City  of 
Oakland's  new  Equal  Access  to  Services  ordinance. 

We  discovered  that  the  San  Francisco  Police  Department  (SFPD)  already  does  what  other  departments  do  to 
attract  and  retain  bilingual  officers.  That  is,  it  offers  additional  or  "bilingual"  pay  to  those  who  speak  a  second 
language  and  advertises  its  job  openings  in  the  City's  ethnic  newspapers. 

Notably,  the  SFPD  pays  a  smaller  amount  of  bilingual  pay  than  most  of  the  jurisdictions  surveyed.  Presumably, 
increasing  the  amount  of  bilingual  pay  would  attract  more  bilingual  individuals.  However,  the  City  should  look 
at  the  results  of  pay  increases  in  other  jurisdictions  before  reallocating  scarce  budget  resources. 


BACKGROUND 


San  Francisco  has  a  large  and  diverse  immigrant  population.  Data  from  the  1990  U.S.  Census  shows  that  San 
Francisco  ranks  4th  amongst  major  U.S.  cities  with  respect  to  the  percentage  of  persons  foreign-born.  From  this 
perspective,  it  is  hardly  surprising  that  42.4%  of  San  Franciscans  speak  a  second  language,  according  to  the 
census  data. 


Of  the  total  number  of  San  Franciscans  who  speak  a  second  language  (292,093),  the  vast  majority  (167,931) 
speaks  an  Asian  or  Pacific  Island  language;  75,933  speak  Spanish;  and  48,229  speak  a  second  language  not 
described  by  the  data. 
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CURRENT  LAW  AND  PRACTICE 

Currently,  no  single  citywide  approach  exists  for  recruiting  bilingual  persons,  according  to  staff  at  the 
Department  of  Human  Resources  (DHR).  Instead  recruitment  strategies  are  developed  by  civil  service 
examination  or  by  departments  based  on  the  requirements  of  their  positions.  DHR  coordinates  testing  of 
applicants  and  employees  for  bilingual  proficiency. 

The  San  Francisco  Police  Department  currently  pays  "bilingual  pay"  of  $35  biweekly  to  police  officers  who 
successfully  meet  its  language  requirements.  Most  officers  are  certified  by  DHR  as  having  proficiency  in 
Spanish,  Mandarin  and/or  Cantonese.  In  addition,  the  Department  advertises  recruitment  drives  and  job 
openings  in  the  City's  ethnic  newspapers,  according  to  police  officials. 

The  Police  Department  advises  that  there  are  currently  2,252  sworn  police  officers  working  in  San  Francisco. 
Of  this  amount,  614  officers  (or  about  27%)  speak  a  second  language.  However,  only  247  of  these  614  officers 
currently  receive  bilingual  pay.1  The  remaining  officers  have  not  met  the  language  requirements.  Officers  who 
are  certified  by  DHR  as  having  proficiency  in  other  languages  may  receive  bilingual  pay  when  they  are  called 
upon  to  use  their  skills. 

POLICY/ISSUES  ANALYSIS 

A.  What  is  Dymally-Alatorre? 

The  Dymally-Alatorre  Bilingual  Services  Act,  enacted  in  1973,  seeks  to  enable  all  Califomians  to  effectively 
communicate  with  their  government  by  overcoming  language  barriers.2  It  is  important  to  note  that  certain 
provisions  of  this  Act  apply  to  "state  agencies",  while  others  apply  to  "local  public  agencies."  With  respect  to 
local  public  agencies,  Dymally-Alatorre  states: 

"Every  local  public  agency,  as  defined  in  Section  54591,  serving  a  substantial 
number  of  non-English  speaking  people,  shall  employ  a  sufficient  amount  of 
qualified  bilingual  persons  in  public  contact  positions  or  as  interpreters  to  assist 
those  in  such  positions,  to  ensure  provision  of  information  and  services  in  the 
language  of  the  non-English  speaking  person.  " 

Dymally-Alatorre  defines  the  terms  "a  substantial  number  of  non-English  speaking  people"  and  "a  sufficient 
number  of  qualified  bilingual  persons"  as  they  apply  to  state  agencies.  However,  it  does  not  define  them  for 
local  public  agencies.  Instead  these  determinations  are  to  be  made  by  local  public  agencies  themselves  (i.e.,  the 
City),  according  to  the  text  of  Dymally-Alatorre. 

B.  Is  San  Francisco  in  compliance  with  Dymally-Alatorre? 

In  May  of  2001,  the  Board  of  Supervisors  approved  an  ordinance  (File  No.  010409)  which,  in  effect, 
"implements  and  supplements"  Dymally  Alatorre.  "A  substantial  number  of  limited  English  speaking  persons" 
as  defined  in  this  ordinance  means  "either  10,000  City  residents  or  5  percent  of  those  persons  who  use  the 
Department's  services."  Some  City  departments  may  already  be  in  compliance  with  this  ordinance  (e.g.,  the 


1  A  list  of  the  languages  spoken  by  these  247  officers  was  not  available,  as  of  the  writing  of  this  report. 

2  Sections  7290-7299.8  of  the  California  Government  Code. 
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Department  of  Human  Services  and  its  staff  of  bilingual  social  workers).  However,  identifying  them  is  beyond 
the  scope  of  this  analysis. 

OTHER  JURISDICTIONS 

We  chose  to  survey  the  five  (5)  U.S.  cities  with  the  largest  percentages  of  persons  who  speak  a  language  other 
than  English  at  home,  according  to  census  data.3  In  addition,  we  reviewed  the  City  of  Oakland's  new  Equal 
Access  to  Services  ordinance. 

•  Miami,  Florida  -  The  Miami  Police  Department  does  not  require  its  officers  to  speak  a  second  language. 
However,  approximately  600  of  its  1,000  sworn  police  officers  speak  a  second  language  (predominately 
Spanish),  according  to  police  officials.  Presumably,  this  is  because  recruits  are  drawn  from  the  city's 
general  population,  which  is  largely  bilingual. 

•  Santa  Ana,  California  -  Santa  Ana  pays  "a  bilingual  pay  differential"  of  5%  of  base  salary  pay  to  swom 
police  officers  and  sergeants  who  successfully  meet  its  language  requirements.  This  differential  amounts  to 
between  $128  and  $258  per  month,  according  to  the  City's  Personnel  Services  Department.  In  addition,  all 
non-sworn  employees  are  paid  a  bilingual  pay  differential  of  $150  per  month  after  successfully  meeting  the 
language  requirements. 

•  El  Paso,  Texas  -  The  El  Paso  Police  Department  does  not  have  difficulties  recruiting  Spanish-speaking 
police  officers.  According  to  police  officials,  of  the  Department's  1,109  sworn  police  officers,  810  are 
Hispanic  and  many  of  them  speak  Spanish.  The  Department  advertises  its  job  openings  with  El  Paso's 
Spanish-speaking  radio,  television  and  newspapers. 

•  Los  Angeles,  California  -  The  Los  Angeles  Police  Department  pays  "bilingual  premiums"  ranging  from 
2.75%  to  5.5%  of  base  salary  pay  to  sworn  police  officers  who  speak  and/or  write  in  a  language  other  than 
English  (based  on  the  requirements  of  the  position).  The  Department's  Recruitment  Unit  advertises  job 
openings  in  the  city's  ethnic  newspapers,  according  to  police  officials. 

•  San  Antonio,  Texas  -  Police  officers  in  San  Antonio  who  are  fluent  in  a  second  language  receive  S50  per 
month  after  passing  an  exam  demonstrating  written  and  conversational  ability.  According  to  police  officials, 
there  are  currently  1,919  swom  police  officers  working  in  San  Antonio  and  539  of  them  speak  a  second 
language.  The  vast  majority  (532)  speak  Spanish.  Moreover,  police  officers  receive  "educational  pay"  of 
$160  or  $260  per  month  for  pursuing  associate  or  bachelor  degrees  (respectively).  Presumably,  officers  may 
use  this  pay  for  language  classes. 

•  Oakland,  California  -  In  May  of  2001,  the  City  of  Oakland  approved  an  ordinance  requiring  city 
departments  to  offer  bilingual  services  and  materials  if  a  substantial  portion  of  the  public  using  city  sen-ices 
does  not  speak  English  effectively.  "A  substantial  portion  of  the  public"  refers  to  "at  least  10,000  limited 
English  speaking  City  residents  who  speak  a  shared  language  other  than  English."  The  Oakland  Police 
Department  is  beginning  to  develop  ways  to  implement  this  ordinance,  according  to  police  officials. 


3  These  include  Miami  (73.3%),  Santa  Ana  (69.2%),  El  Paso  (66.7%),  Los  Angeles  (49.9%)  and  San  Antonio  (47.3%).  Interestingly, 

San  Francisco  ranks  6th  nationwide  at  42.5%. 
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CONCLUSION 


Based  on  our  survey  of  other  jurisdictions,  it  appears  that  the  San  Francisco  Police  Department  already  does 
what  other  departments  do  to  attract  bilingual  officers.  That  is,  it  offers  bilingual  pay  to  officers  who  speak  a 
second  language  and  advertises  its  job  openings  in  the  City's  ethnic  newspapers. 


It  is  important  to  note  that  the  SFPD  pays  a  smaller 
amount  of  bilingual  pay  than  most  of  the 
jurisdictions  surveyed.  The  following  chart 
summarizes  this  finding. 


City 

Miami 
Santa  Ana 
El  Paso 
Los  Angeles 
San  Antonio 


Monthly 

Amount  of  Bilingual  Pay 


$128  -  $258 


$110-  $306 
$50 


San  Francisco  $70  ($35  bi-weekly) 

The  amount  of  bilingual  pay  is  negotiated  between  the  City  and  the  San  Francisco  Police  Officers  Association. 
Presumably,  increasing  the  amount  of  bilingual  pay  would  attract  more  bilingual  individuals.  However,  the  City 
should  look  at  the  results  of  pay  increases  in  other  jurisdictions  before  reallocating  scarce  budget  resources. 


Prepared  by:  Gabriel  Cabrera,  Legislative  Analyst 
Phone:  (415)  554-7787 
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Relocation  of  the  King  Carlos  III  and  Juan  Batista  de  Anza  statues 


SUMMARY  OF  REQUESTED  ACTION 


Motion  (introduced  by  Supervisor  Daly)  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to  review  all 
actions  taken  since  1995  at  the  San  Francisco  Board  of  Supervisors  and  Ans  Commission  relating  to  the  King 
Carlos  HI  and  Juan  Batista  de  Anza  statues,  including  a  synopsis  of  public  comment,  official  responses,  roll  call 
votes  where  appropriate  and  any  supporting  materials  (e.g.,  the  Art  Commission's  staff  reports).  Further,  the 
OLA  should  provide  information  on  the  1996  placement  of  statues  in  front  of  the  Main  Library  and  an  update  oi 
the  progress  made  to  date  in  fulfilling  the  pledge  to  Native  Americans  at  that  time. 


The  following  chronology  includes  actions  taken  by  the  San  Francisco  Board  of  Supervisors  and  the  City's  Arts 
Commission  with  respect  to  the  proposed  relocation  of  the  King  Carlos  EI  and  Juan  Batista  de  Anza  statues1  to 
the  median  at  Dolores  and  16th  Streets: 

•  1997  -  Arts  Commission  asked  by  DPW  to  relocate  the  statues  from  Justin  Herman  Plaza.  The 
reconfiguration  of  the  Embarcadero  Roadway  and  the  redesign  of  the  plaza  prompted  the  need  to  remove 
and  relocate  the  statues. 

•  1998  -  Statues  are  removed  from  Justin  Herman  Plaza  and  put  into  storage. 

•  October  5,  1999  -  The  Arts  Commission  requested  the  proposed  relocation  of  the  statues  in  a  letter  to  the 
Director  of  the  Department  of  Public  Works. 

•  November  18,  1999  -  The  request  was  recommended  for  approval  by  the  Interdepartmental  Staff  Committee 
on  Traffic  and  Transportation. 

•  March  7,  2000  -  The  Planning  Department,  by  letter  with  same  date,  declared  that  the  subject  encroachment 
are  in  conformance  with  the  General  Plan  and  are  consistent  with  the  Eight  Priority  Policies  of  Planning 
Code  Section  101.1. 


1  The  King  Carlos  III  statue  was  a  gift  to  the  City  from  King  Juan  Carlos  I  of  Spain  in  1976.  The  Juan  Batista  de  Anza  statue  was  also 
a  gift  to  the  City  from  Luis  Encina,  the  Governor  of  the  State  of  Sonora,  Mexico  in  1967. 

City  Hall  ♦  1  Dr.  Carlton  B.  Goodlett  Place,  Room  244  ♦  San  Francisco,  California  94102-4689 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


BACKGROUND 


2 


•  April  12,  2000  -  DPW  held  a  public  hearing  regarding  this  matter  and  there  were  no  objections  submitted  or 
presented  with  regard  to  said  encroachments. 

•  May  23,  2000  -  This  request  (File  No.  000856)  to  grant  permission  to  the  Arts  Commission  to  move  the 
statues  to  Dolores  Street  was  heard  by  the  Transportation  and  Land  Use  Committee  and  was  recommended 
for  approval  to  the  Board  of  Supervisors.  Vote:  2-0. 

•  May  30,  2000  -  At  the  full  Board,  Supervisor  Ammiano  requested  that  this  matter  be  continued  to  June  5, 
2000.  Vote:  11-0. 

•  June  5,  2000  -  At  the  full  Board,  this  item  was  referred  back  to  the  Transportation  and  Land  Use  Committee 
for  a  re-hearing.  Vote:  9-0. 

•  August  18,  2000  -  DPW  received  a  letter  from  the  Arts  Commission  stating  that  the  Arts  Commission 
decided  to  revisit  this  project  and  review  the  proposed  location  for  the  statues;  subsequently,  DPW  sent  a 
letter  to  the  Clerk  of  the  Board  requesting  mat  ihe  subject  item  be  withdrawn. 

•  January  17,  2001  -  The  Clerk  of  the  Board  filed  the  request  pursuant  to  Rule  5.39. 

•  June  12,  2001  -  DPW  received  a  letter  from  the  Arts  Commission  stating  that  the  Arts  Commission  revisited 
and  reviewed  the  proposed  location  and  was  still  of  the  opinion  that  the  median  at  Dolores  Street  is  the  most 
appropriate  location  for  the  statues. 

•  June  27,  2001  -  DPW  requested  by  resolution  for  the  Board  of  Supervisors  to  grant  revocable  permission  for 
the  Arts  Commission  to  relocate  the  statues  to  the  proposed  location  on  Dolores  Street. 

•  July  12,  2001  -  This  request  (File  No.  01 1225)  to  grant  permission  to  the  Arts  Commission  to  move  the 
statues  to  Dolores  Street  was  heard  by  the  Housing,  Transportation  and  Land  Use  Committee  and  was 
referred  without  recommendation  to  the  Board  of  Supervisors.  Vote:  2-1 . 

•  July  23,  2001  -  At  the  full  Board,  this  item  was  referred  back  to  the  Housing,  Transportation  and  Land  Use 
Committee  for  a  re-hearing.  Vote  11-0. 

CURRENT  LAW 

The  Arts  Commission  is  responsible  for  the  proposed  relocation  of  the  statues.  Section  5.103  of  the  City's 
Charter  authorizes  the  Arts  Commission  "to  approve  the  design  and  location  of  all  works  of  art."  Presumably 
this  includes  the  subject  statues.  However,  because  the  Arts  Commission  proposes  to  locate  the  statues  in  the 
public  right  of  way,  it  must  first  obtain  approval  for  the  project  from  the  Board  of  Supervisors,  in  accordance 
with  Section  786  of  the  Public  Works  Code.  Thus,  a  resolution  (File  No.  01 1225)  to  grant  revocable  permission 
to  the  Arts  Commission  to  relocate  the  statues  to  the  median  at  Dolores  and  16th  Streets  is  currently  pending 
before  the  Housing,  Transportation  and  Land  Use  Committee. 


401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


3 


ISSUES  ANALYSIS 

A.  Public  Comment 

Public  comment  at  full  Board  meetings  is  allowed  only  when  the  Board  is  sitting  as  a  committee  of  the  whole, 
according  to  Clerk  of  the  Board  staff.  Both  instances  when  this  item  came  before  the  full  Board  in  the  past,  the 
Board  was  not  sitting  as  a  committee  of  the  whole.  Thus,  public  comment  was  not  allowed.  Moreover,  a 
written  record  of  public  comment  on  this  item  at  committee  is  also  not  available,  because  committee  clerks  take 
"action"  minutes  and  only  record  the  names  of  the  speakers  and  organizations  represented.  Some  clerks 
voluntarily  take  shorthand  notes,  but  they  are  not  required  to  include  them  in  the  meeting  minutes.  However, 
there  were  several  documents  submitted  to  the  Board  of  Supervisors  by  individuals  and  groups  on  this  issue. 
These  materials  are  available  for  review  in  the  Clerk  of  the  Board's  Office. 

B.  Proponents/Opponents 

There  are  Ohlone  descendents  living  in  San  Francisco  today.  However,  entire  Ohlone  tribes  are  not  located 
within  the  City.  For  this  reason,  we  contacted  Ohlone  tribes  outside  of  San  Francisco.  The  Ohlone  Indian 
Tribe,  which  is  located  in  the  East  Bay,  supports  this  project  because  the  statues  "tell  the  true  historic  story"  of 
early  California.  The  Muwekma  Ohlone  of  Santa  Clara  County,  on  the  other  hand,  advised  the  Legislative 
Analyst  that  they  are  opposed  to  the  project  on  the  grounds  that  the  statues  are  "culturally  insensitive"  to 
indigenous  people.  Staff  at  San  Francisco's  Native  American  Cultural  Center  also  added  that  this  project  is 
especially  offensive  given  that  there  are  Native  American  graves  near  the  proposed  site. 

Local  non-profit  groups,  including  the  Mission  Housing  Development  Corporation  and  PODER,  are  opposed  to 
the  statues  outright  because,  in  their  view,  the  statues  are  "inappropriate  symbols"  of  Spain's  colonization  of 
indigenous  people  in  California.  On  the  other  hand,  proponents  of  the  statues,  including  but  not  limited  to 
Mission  Dolores,  Amigos  de  Anza  and  Los  Californios,  contend  that  King  Carlos  in  and  Juan  Batista  de  Anza 
were  important  and  noteworthy  figures  in  early  California  history. 

C.  Budget 

The  Attachment  to  this  report,  provided  by  the  Arts  Commission,  contains  a  budget  for  the  proposed  relocation 
of  the  statues.  The  first  column  of  this  attachment  entitled  "Combined  Project  Costs"  provides  the  total  cost  of 
$73,158  to  move  the  two  statues  at  the  same  time.  The  second  and  third  columns  provide  costs,  totaling 
$87,884,  for  moving  the  statues  separately.  This  cost  discrepancy  is  due  to  the  Art  Commission's  assumption 
that  "fees  and  processes  will  be  duplicated"  if  the  statues  are  moved  separately.  Whatever  the  case,  the  Arts 
Commission  staff  advised  the  Legislative  Analyst  that  this  project  would  be  funded  entirely  with  monies  from 
the  Mid-Embarcadero  Project. 

D.  The  Pioneer  Monument 

Currently,  Pioneer  Monument  is  located  on  Fulton  Street  between  Hyde  and  Larkin  Streets.  Among  other 
figures,  the  monument  depicts  a  missionary,  a  vaquero  and  a  Native  American.  Prior  to  1 994,  Pioneer 
Monument  was  located  at  the  intersection  of  Hyde  and  Grove  Streets.  The  construction  of  the  City's  new  Main 
Library  required  that  the  monument  be  moved  to  its  present  location  on  Fulton  Street,  according  to  staff  at  the 
Arts  Commission.  As  part  of  its  relocation  to  Fulton  Street,  in  1996,  the  Arts  Commission  added  a  plaque  to 
Pioneer  Monument  to  acknowledge  the  disastrous  effect  of  western  civilization  on  indigenous  people. 

Moreover,  in  1996,  the  Arts  Commission  approved  a  resolution  "to  form  an  ad-hoc  committee  to  investigate  the 
possibilities  and  funding  sources  for  a  Native  American  public  artwork."  Meeting  minutes  on  May  6,  1996 
show  that  the  plan  was  "to  assess  community  response  before  officially  adopting  a  potential  project  as  a 
401  Van  Ness  Avenue,  Room  308  ♦  San  Francisco,  California  94102-4532 
Telephone  (415)  554-5184  ♦  Fax  (415)  554-7786  ♦  TDD  (415)  554-5227 


4 


Commission  responsibility."  According  to  Arts  Commission  staff,  the  proposed  ad-hoc  committee  was  never 
formed;  and  therefore,  the  commission  did  not  allocate  funds  for  this  project.  However,  the  Arts  Commission 
still  supports  the  idea  of  constructing  a  monument  to  indigenous  people  in  San  Francisco. 

CONCLUSION 

Section  786  of  the  Public  Works  Code  requires  the  Board  of  Supervisors  to  make  a  decision  on  whether  to  grant 
a  major  encroachment  permit  for  the  relocation  of  the  statues.  As  shown  above,  this  decision  has  been  pending 
before  the  Board  since  the  late  1990's.  Consensus  at  the  Board  on  this  issue  has  been  difficult  to  achieve. 
Presumably  this  is  because  the  arguments  for  and  against  the  proposed  relocation  of  the  statues  are  ideological 
in  nature.  Therefore,  the  Legislative  Analyst  concludes  that  approval  of  the  proposed  resolution  is  policy  matter 
for  the  Board  of  Supervisors.  As  noted  above,  a  resolution  (File  No.  01 1225)  to  grant  permission  to  the  Arts 
Commission  to  relocate  the  statues  to  the  median  at  Dolores  and  16th  Streets  is  currently  pending  before  the 
Housing,  Transportation  and  Land  Use  Committee. 
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The  folloiwing  budget  information  provides  a  budget  total  to  which  allows  the  two  sculptures  to 
moved  at  the  same  time.  The  second  and  third  columns  provides  a  budget  figure  for  moving 
each  of  the  sculptures  separately.  It  assumes  that  some  of  the  fees  and  processes  will  be 
duplicated  due  to  the  potential  span  of  time  between  the  two  projects.  It  is  the  Art 
Commission's  recommendation  that  both  sculptures  be  moved  as  one  project. 

Budget: 

Relocation  of  King  Carlos  III  and  Juan  Bautista  de  Anza  bronze  sculptures  from  Justin  Herman 
Plaza  to  median  at  16th  and  Delores 


Project  would  remove  bronzes  from  existing  bases  to  new  bases. 


Removal 

Combined  Project 
Costs 

Carlos 
Only 

Anza 
Only 

Crane  Costs 
Truck  and  Rigging 

$  1,600.00 
$  5,300.00 

$  1,200* 
$  1,500 

$  1,200* 
$  3,800 

Concrete  destruction 

$  800.00 

$  800 

N/A 

New  Location 

Soils  Engineer 

$  5,000.00 

$4,000 

$  4,000 

Structural  Engineer 

$  4,200.00 

$  2,000 

$  2,200 

New  Footing  and  base 

$26,000.00 

$13,000 

$17,000 

Permits  and  Fees 

$  3,000.00 

$  2,029 

$  2,029 

Installation 

labor 
rigging 
crane 
truck 

$  5,300.00 
$  3,600.00 
$  1 ,600.00 
$  2,400.00 

$  2,400 
$  1 ,800 
$  1,600 
$  800 

$  2,900 
$  1,800 
$  1,600 
$  2,400 

Test  Lab  Cost 

$  350.00 

$  350 

$  350 

Contingency 

$  8,405.00 

$  4,448 

$5,828 

Administrative  fee 

$  5,603.00 

$2,965 

$  3,885 

Total 

$73,158.00 

$38,892 

$48,992 

(combined  total 
$87,884.00  for  two  projects) 

*Crane  cost  for  one  day  =  $1200 

All  the  cost  for  the  new  bases  area  based  on  doing  both  at  the  same  time.  If  they  were  to  be 
done  separately  it  would  raise  the  cost  $4,000.00.  In  general  if  the  pieces  were  to  be  done  at 
separate  times  it  would  add  20%  to  the  costs 
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SUMMARY  OF  REQUESTED  ACTION 


A  motion  (introduced  by  Supervisor  Matt  Gonzalez)  requesting  the  Office  of  the  Legislative  Analyst  (OLA)  to 
provide  information  on  what  other  cities  in  the  United  States  and  elsewhere  have  "municipal  banks." 
Particularly,  the  motion  requested  information  on  what  services  those  banks  provide,  and  benefits  or 
complications  of  municipal  banks. 

EXECUTIVE  SUMMARY 


Subsequent  to  the  receipt  of  the  request,  the  office  met  with  the  Supervisor's  representative  in  attempt  to  further 
clarify  the  request  and  the  definition  of  a  "municipal  bank."  At  the  time  of  this  report,  clarification  remains 
questionable. 

Based  on  the  conversation  with  the  sponsor's  office,  the  following  assumptions  were  made: 

1)  That  the  request  to  examine  "municipal  banks"  means  a  financial  institution  owned  by  the  city  or  public 
entity.  Research  showed  that  no  such  entity  in  the  United  States  or  the  State  of  California.  Since  there  are 
no  apparent  United  States  municipal  banks  or  retail  lending  firms  that  are  city-owned,  the  office  reviewed 
four  international  central  banks:  Berlin,  Beijing,  Jakarta,  and,  Moscow.  The  report  also  contains  an 
exception.  This  is  the  State  of  Maine's  efforts  on  a  city-owned  municipal  bond  bank; 

2)  That  the  intent  of  this  entity  or  "municipal  bank"  to  be  to  improve  financial  service  to  San  Franciscans  in 
general  and  specifically,  to  the  segments  of  the  population  traditionally  neglected  by  the  banking 
institutions,  such  as  minorities  and  low-income  individuals. 

Based  on  these  assumption  there  are  four  models  and  policy  issues,  which  may  be  of  interest  in  future 
exploration  and  reformulation  a  concept  or  interest  in  "municipal  banking."  These  models  include:  1)  insured 
depository  institutions  like  community  development  banks,  and,  2)  community  development  credit  unions,  to 
uninsured  high  impact,  3)  community  development  loan  funds  and  micro-enterprise  funds,  to,  4)  community 
development  venture  capital. 

Thus,  the  report  explores  the  community  development  bank  prototype  or  here  referred  to  as,  'community  bank.' 
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BACKGROUND 

The  past  decade  has  noted  the  conventional  banking  industry  resort  to  an  increased  effort  to  serve  the  oft- 
neglected  low-income  segments  of  the  City.  According  to  most  research  in  the  area,  this  was  largely  due  to  the 
encouragement  of  the  Community  Reinvestment  Act  (CRA)1.  The  CRA,  enacted  by  the  Congress  in  1977,  is 
designed  to  encourage  depository  institutions  to  help  meet  the  credit  needs  of  the  communities  in  which  they 
operate,  including  low-  and  moderate-income  neighborhoods.  The  consequence  is  that  various  practices  and 
models  of  "community  banking"  have  emerged  to  address  the  assumed  prospective  goal  of  this  proposed 
public-owned  bank  or  'municipal  bank.' 

Assuming  that  the  intent  is  to  pursue  a  city-owned  bank  or  'municipal  bank,"  in  order  to  improve  public  service 
to  those  identified  as  "most  in  need  of  banking  services,"  there  are  numerous  applications  or  practices  that 
readily  exist  to  signal  policy  of  being  in  a  better  position  to  serve  the  common  good. 

Community  Development  Banks — The  CRA,  which  encouraged  banking  institutions  to  help  meet  the  credit 
needs  of  all  segments  of  their  local  communities,  including  those  of  small  businesses,  minority  communities, 
and,  low-income  populations,  community  banking  has  emerged  as  a  viable  institution  serving  the  traditionally 
economically  disadvantaged.  Available  data  indicate  that  most  loans  extended  to  small  businesses  by 
community  banking  institutions  are  to  firms  in  their  local  community  and  about  half  of  their  lending  is  to  small 
firms  or  businesses  in  lower-income  areas.  Further,  survey  results  indicate  that,  in  the  area  of  small  business 
lending,  CRA  does  not  appear  to  have  been  costly  for  banking  institutions  as  most  lenders  report  their  CRA- 
related  small  business  lending  is  at  least  as  profitable  as  their  other  small  business  lending. 


CURRENT  LAW  AND  PRACTICE 

Presently,  according  to  the  Federal  Reserve  Bank  of  San  Francisco  (FRBSF)  and  the  California  Department  of 
Financial  Institutions  (DFI),  no  city-owned  banks  exist  in  California  or  elsewhere  in  the  United  States.  The 
FRBSF  and  DFI  are  the  supervising  and  regulatory  agents  required  to  oversee  and  license  the  nation  or  state's 
financial  institutions,  respectively.  Both  agencies  strive  "to  ensure  their  financial  soundness  and  compliance 
with  banking,  consumer,  and  other  applicable  laws." 

Indeed,  according  to  the  respective  staff  of  these  institutions,  a  public  corporation  or  public  entity  must  apply 
for  a  license  to  operate  a  bank  under  Federal  and/or  California  law  (see  12  CFR  201  et  seq.  and,  California 
Financial  Code  1-407).  There  are  no  public  entities  licensed  (under  these  codes)  to  provide  banking  services  at 
this  time. 


1  12  USC  CHAPTER  30  -  COMMUNITY  REINVESTMENT  TITLE  12  -  BANKS  AND 
BANKING  CHAPTER  30  -  COMMUNITY  REINVESTMENT 
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MUNICIPAL  BANKS-JURISDICTIONS 

As  indicated  earlier,  the  only  American  city-owned  bank  was  the  Maine  Municipal  Bond  Bank  and  four  foreign 
public  owned  banks  akin  to  central  banks.  The  non- American  banks  surveyed  are:  Berlin,  Beijing  (China), 
Jakarta,  and,  Russia. 

Maine-The  Maine  Municipal  Bond  Bank  was  created  by  the  legislature  in  1972  to  provide  unique  financing 
program  allowing  Maine  towns,  cities,  counties,  school  systems,  water  districts,  sewer  districts  or  other 
governmental  entities  access  to  national  money  markets  for  their  public  purpose  borrowing  needs.  It  was 
established  as  an  independent  agency  administered  by  a  board  of  commissioners,  including  the  Treasurer  of 
State,  Superintendent  of  Banking  and  three  commissioners  appointed  by  the  Governor. 

Berlin-  Eberhard  Diepgen,  a  Christian  Democrat  who  had  governed  Berlin  since  just  after  reunification 
in  1990  help  found  the  Bankgesellschaft  Berlin,  a  community  development  bank,  which  is  56%  owned  by  the 
city.  The  city  was  able  to  support  a  mix  of  culture  and  services,  with  three  opera  houses,  a  world-class 
orchestra  in  the  Berlin  Philharmonic  and  three  universities.  Unfortunately,  the  recent  economic  downturn  and 
mismanagement  appears  to  be  ending  this  public-owned  episode. 

Beijing  Municipal  Commercial  Bank-In  1999  the  Beijing  Municipal  Commercial  Bank  introduced  a  new 
loan  program  to  enable  consumers  to  buy  consumption  goods.  The  Beijing  Bank  joined  a  group  of  other  banks 
in  pioneering  consumer  credit.  The  Chinese  government  recently  adopted  a  policy  to  stimulate  consumption  in 
order  to  reverse  a  decline  in  the  economic  growth.  The  new  bank  loans  are  available  under  restricted 
conditions.  For  example,  consumers  can  only  use  the  funds  at  17  major  shopping  malls  in  Beijing.  The 
approval  must  be  approved  by  related  establishments  prior  to  signing  contracts  with  the  bank.  Recipients  must 
also  deposit  funds  ranging  between  20-40  percent  of  total  loan.  The  loans  will  be  extended  for  periods  ranging 
from  six  months  to  five  years.  Loans  will  range  from  3,000  yuan  (360  US  dollars)  to  100,000  yuan  (S 1 2,000). 
The  bank  is  also  considering  loans  for  home  furnishings,  automobiles,  travel  and  education 

Jakarta,  Indonesia  -  Bank  DKI,  which  was  established  in  1961,  has  1 1  branches  throughout  the  city.  The  city 
administration  is  the  sole  shareholder.  The  bank  is  obliged  to  contribute  to  city  revenues  by  maintain  and 
investing  city  funds.  It  also  is  expected  to  advance  community  city  projects.  However,  the  Jakarta 
administration  will  change  the  status  of  city-owned  Bank  DKI  into  a  limited  liability  company  starting  early 
next  year  to  enable  it  to  be  more  competitive  and  flexible.  After  the  status  change,  the  bank's  policies  will  be  in 
the  hands  of  shareholders.  Under  its  current  status,  if  the  bank  changes  or  passes  a  certain  policy  its 
management  must  submit  a  proposal  to  several  institutions/people:  the  governor,  the  Ministry  of  Home  Affairs. 
Bank  Indonesia  and  the  Ministry  of  Finance,  and  head  of  City  Council  Commission.  Officials  stated  the 
change  was  expected  to  shorten  the  lengthy  and  arduous  bureaucratic  system  of  the  public  sector  currently 
adopted  by  the  banks'  management. 
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Moscow-In  the  early  1990s,  the  Moscow  Committee  on  Science  and  Technology  built  a  private,  $1  billion 
financial-industrial  conglomerate  named  Systema,  which  in  Russian  means  "The  System."  In  Moscow,  Systema 
is  everything  the  name  implies.  The  companies  are  inextricably  linked  with  the  city  government.  Some  of  the 
companies  draw  loans  and  business  from  the  city.  The  result  is  a  near-complete  mixture  of  politics  and 
business,  and  a  model  of  economic  and  political  power  that  is  at  the  heart  of  a  vision  for  Russia. 

In  the  Moscow  network,  it's  important  to  have  two  legs  —  one  in  business,  the  other  in  the  administration,"  said 
Alexei  Ulyukaev,  a  member  of  the  city  council  and  deputy  director  of  the  Institute  for  the  Economy  in 
Transition,  a  reformist  think  tank.  "There  is  no  division  of  economic  and  political  powers."2 

The  complex  links  between  the  two  companies  and  the  city  government  benefit  the  Moscow  Bank  for 
Reconstruction  and  Development,  by  serving  city  accounts.  One  of  its  main  activities  was  sponsoring  the  design 
of  an  anti-pollution  device  for  trucks  and  buses  in  Moscow.  Luzhkov  has  championed  this  approach  of  mixing 
city  affairs  and  private  interests.  The  bank  has  thrust  the  city  into  high-profile  businesses,  such  as  the  failing  Zil 
truck  factory,  and  launched  a  chain  of  fast-food  restaurants,  Russkoye  Bistro.  The  city  owns  all  or  part  of  200 
other  companies  and  controls  the  Bank  of  Moscow,  one  of  the  biggest  in  Russia. 


POLICY  PROSPECTIVE— COMMUNITY  INVESTMENT 

Community  Investment  describes  investing  that  supports  development  initiatives  in  low-income  communities 
both  in  the  United  States  and  in  developing  countries.  Community  Investment  provides  affordable  housing, 
creates  jobs,  and  helps  responsible  businesses  get  started.  If  community  investment  is  the  goal  of  the  proposed 
municipal  bank  in  San  Francisco,  then  there  are  at  least  four  (4)  delivery  models  to  choose  from:  1)  Community 
Banks,  2)  Community  Credit  Unions,  3)  Community  Loan  Funds  and  4)  Microenterprise  lenders  (see  below). 

Community  Development  Banks  operate  similarly  to  regular  banks,  but  their  business  is  the  permanent,  long- 
term  economic  development  of  low-and  moderate-income  communities.  They  target  loan  resources  to  residents 
of  their  primary  service  area  -  the  people  living,  working,  and  doing  business  in  their  marketplace.  Deposits  are 
FDIC  insured  like  conventional  banks.  There  are  many  Community  Development  Banks  across  the  country 
where  you  can  open  a  variety  of  accounts  just  as  you  would  at  a  conventional  bank. 

Community  Development  Credit  Unions  operate  just  like  commercial  credit  unions,  but  focus  on  economic 
development  in  specific  areas.  Similar  to  banks,  credit  unions  provide  a  range  of  savings  and  investment 
options.  The  difference  is  that  credit  unions  are  membership-owned  and  controlled  and  they  are  nonprofit 
financial  institutions.  There  are  over  100  Community  Credit  Unions  in  America,  serving  people  and 
communities  with  limited  access  to  traditional  financial  institutions.  Like  commercial  credit  unions,  Community 
Credit  Unions  are  federally  insured  and  regulated. 

Both  Community  Development  Banks  and  Community  Development  Credit  Unions  offers  a  wide  variety  of 
savings  and  investment  products.  Community  Development  Loan  Funds  and  Microenterprise  Lenders. 
Community  loan  funds  are  direct  unsecured  loans  targeted  toward  high-impact  community  development.  Loan 
funds  use  grant  money  and  pre-funded  loss  reserve  to  help  protect  individual  investors. 


2  "In  Moscow,  Business  and  Politics  Mix;  City's  Financial  Success  Aided  by  Intricate  Network  Overseen  by  Mayor 
The  Washington  Post;  Washington,  D.C.;  Dec  19,  1997,  David  Hoffman. 
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Loan  funds  typically  accept  investments  at  rates  of  0-5  %  for  1-10  years.  Community  loan  funds  generally 
operate  in  specific  geographic  areas.  A  subset  of  Loan  Funds  is  the  Microenterprise  Loan  Fund.  Microenterprise 
lenders  have  lent  more  than  $25  million  to  low-income  individuals  for  home  purchases  and  small  business  start- 
ups. These  funds  help  people  who  may  not  be  able  to  obtain  financing  through  traditional  lenders,  which  tend  to 
favor  more  established  enterprises.  Community  loan  funds  and  microenterprise  development  loan  funds  are  not 
federally  insured. 

COMMUNITY  BANKS-PROTOTYPES 

Community  banks  draw  their  main  strength  and  advantage  over  larger  competitors  from  their  position  in  the 
community.  Thriving  communities  need  banks.  And  tight-knit  communities,  where  residents  can  live,  work, 
shop  and  eat,  are  likely  to  be  receptive  to  a  bank  that  is  part  of  that  community.  In  addition,  the  assumption  is 
that  since  this  bank  is  closer  to  the  communities  it  serves,  it  is  more  familiar  with  the  specific  needs  and, 
therefore,  shapes  and  customizes  its  services  accordingly. 

The  communities  around  South  Shore  Bank,  Chicago,  are  about  97%  African  American.  The  median  household 
income  is  just  over  $20,000  and  unemployment  hovers  high  above  the  national  average.  But  South  Shore  Bank 
is  still  there,  nurturing  what  community  affairs  manager  Wendy  Baird  calls  a  "dual  bottom  line"  of  development 
output  and  financial  performance.3  Now,  in  addition  to  a  Bonds  for  Kids  program,  a  free  community  internet 
access  center  and  a  full  college  scholarship  program  for  area  kids,  South  Shore  also  sponsors  Studio  Air,  an 
actual  storefront  business  that  trains  teens  in  design,  sales  and  business  management. 

Another  prototype  for  community  investment  or  community  banks  is  in  Danbury,  CT,  where  12  competing 
lenders  have  joined  in  the  first  program  of  its  kind  to  encourage  minority  lending  and  community  investment. 
The  head  of  Danbury's  Minority  Business  Association,  Alexander  B.  Williams  Jr.,  called  the  plan  "a  breath  of 
fresh  air"  in  a  city  where,  he  said,  almost  no  loans  have  been  extended  to  minority  businesses  in  recent  years. 
Charles  Frosch,  president  of  Union  Savings  Bank,  said  the  new  program  led  to  his  bank's  creation  of  a  business 
loan  program  aimed  specifically  at  answering  complaints  from  the  minority  community.  He  predicted  the  effort 
would  prompt  other  lenders  to  reach  out  to  the  African- American  and  Hispanic  communities. 

CONCLUSION 

An  American  based  "municipal  bank"  defined  as  public-owned,  does  not  exist  with  the  exception  of  Maine's 
municipal  bond  bank.  However,  there  are  four  (4)  international  municipal  banks.  There  are  a  number  of 
"community-investment"  models  established  to  provide  banking  services  to  those  undeserved  by  the  traditional 
lending  institutions.  Research  has  proven  community-investment  banking  to  be  effective  in  removing  barriers  to 
accessing  financial  resources.  In  summary,  the  data  presented  here  concerning  the  various  aspects  or  variation 
of  a  'municipal  bank'  is  intended  to  provide  preliminary  framework  relevant  to  policy  discourse. 


Prepared  by:  Jesse  Martinez,  Legislative  Analyst 
Phone:  (415)554-7782 


J  "Southshore  Bank  gives  back:  Design  for  the  times,"  Bank  Marketing,  Washington,  DC,  February  2000,  Lynn  Vincent. 
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